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PUBLIC UTILITIES 


es as most public utility power 
generating plants are located in or adjacent to metro- 
politan areas, the control and recovery of fly ash 
from stack gases is a particularly important problem. 
To assist power plants in solving this problem West- 
ern Precipitation pioneered, almost a half century 
ago, the first commercial application of the now- 
famous Cottrell Electrical Precipitator—and this type 
of equipment is still universally recognized as out- 
standing in its field. 


Some years later, Western Precipitation also 
pioneered the first small tube mechanical recovery 
equipment—the Multiclone Collector—to provide high 
recovery efficiency at low installation cost. 


And as a result of these years of firsthand 
experience in both electrical and mechanical recov- 
ery methods, Western Precipitation subsequently in- 
troduced the CMP unit—fly ash recovery equipment 
that combines in one integrated unit the advantages 
of both electrical and mechanical recovery principles. 


© The CMP first passes the stack gases through a 
Multiclone section where the heavier fly ash particles 
are mechanically removed. 


@ Then the partially-cleaned gases pass through a 
Cottrell section where the very fine fly ash particles 
are electrically recovered. 


This unique background of ex- 
perience in the solution of fly 
ash recovery problems is avail- 
able from our office nearest you. 
May we give you more complete 
details? 
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MANUFACTURERS OF 
SUSPENDED MATERIALS 
Main Offices: 1057 WEST NINTH STREET, LOS ANGELES 15, CALIFORNI 
Chrysler Bidg., New York 17 © 1 N. La Salle St. Bldg., Chicago 2 » 3252 Peachtree Rd. N.E. Atla 
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section ff SECTION 


RESULT—by using a Multiclone section to 


move all but the finest particles, the bulk 


the recovery operation is performed 
relatively low-cost equipment. And using 
Cottrell for final clean-up insures unusua 
high recovery efficiency —approaching th 
retically perfect, if desired. Thus, very hi 
recovery efficiency is obtained at low install 
cost. 

With CMP equipment, even small 
ity companies can afford adequate fly ash 
covery installations. But, large or small, 


vital factor in making an efficient CMPi 


stallation is obtaining the proper balance 
tween the mechanical and electrical secti 


to fit the particular requirements of each 


dividual application. 

This requires actual field experien 
and no other organization can equal West 
Precipitation’s years of first-hand experie 
in both mechanical and electrical recov 
methods... your assurance of maximum 
isfaction when you bring your fly ash pr 
lems to this long-established organization. 
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Pustic Uricitres FORTNIGHTLY . . stands 
for federal and state regulation of both 
privately owned and operated utilities and 
publicly owned and operated utilities, on a 
fair and nondiscriminatory basis; for non- 
discriminatory administration of ‘laws; for 
equitable and nondiscriminatory taxation . 
and, in general—for the perpetuation of the 
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the Miracle o 


n the banks of the Ohio, right now, these two 

ge electric plants are turning out power at the rate 

over 18-billion kilowatt-hours annually. They are, 
spectively, the first and second largest investor- 

ned power plants in the world. 

They stand on what was farmland less than three 

d one-half years ago. 

Their completion, substantially ahead of schedule, 
the result of the outstanding teamwork of manage- 
ent, investors, engineers, technicians and workers 

privately-owned utilities and their suppliers. 

The vast power output of these plants, almost half 
s much electricity as all France produces, is ready to 
ssure uninterrupted operation of the Atomic Energy 
ommission’s uranium diffusion center near Ports- 
outh, Ohio. 

When the AEC made its enormous needs known, 
5 private electric companies* joined forces to form 
e Ohio Valley Electric Corporation and its subsidi- 
ry, Indiana-Kentucky Electric Corporation. Pooling 
eir resources in men, money and experience, they 
nd their suppliers worked faster than the construc- 
on timetable. In quick order the 11 gigantic B&W 


boilers, the turbines, generators, buildings—and all 
he vast complex of auxiliary equipment—were de- 
signed, built and placed into operation. 


YGER CREEK PLANT, at Cheshire, Ohio, with a 
apacity of 1,075,000 kilowatts, is the world’s 
second largest investor-owned power plant. 


The first generating units were placed in com- 
mercial operation in February 1955. The final unit 
went on the line in February 1956 at Clifty Creek, 
marking the largest installation of power in a single 
project ever made in a twelve-month period. 

All Americans can be proud of OVEC-IKEC for 
this great accomplishment. What appears to be a 
miracle, in reality is, a clear demonstration of what 
private enterprise and enlightened government, work- 
ing together, can accomplish for the benefit of the 
entire nation. 

The future will undoubtedly pose many similar 
challenges. Can they be met? Are enough. young 
engineers, business men, technicians, and skilied 
workers being developed to accept these great respon- 
sibilities? Babcock & Wilcox, like so many other 
American firms, is pledging its resources to guarantee 
that the answer will be ““Yes!”’ Recruiting and train- 
ing young men, expanding and modernizing produc- 
tion facilities, conducting extensive research and 
engineering development projects—all are part of a 
long range B&W program to contribute its share to 
the technical and economic progress so necessary 
for the continued growth of the nation. 

The Babcock & Wilcox Company, 161 East 42nd 
Street, New York 17, N. Y. 








CLIFTY CREEK PLANT, at Madison, Indiana, 
with a capacity of 1,290,000 kilowatts, is 
the world’s largest investor-owned power plant. 








“SPONSORING COMPANIES OF 
OVEC-IKEC 


Appalachian Electric Power Company* 
The Cincinnati Gas -& Electric Company * 
Colurnbus and Southern Ohio Electric 
Company * The Dayton Power and Light 
Company °* Indiana & Michigan Electric 


x 
s 
: 
: 


Company* * Kentucky Utilities Company * 
Louisville Gas and Electric Company * 
Monongahela Power Company** * Ohio 
Edison Company * Ohio Power Company* 
Pennsylvania Power Company*** * The 
Potomac Edison Company** °* Southern 
Indiana Gas and Electric Company * The 
Toledo Edison Company ° West Penn 
Power Company** 





* Subsidiary of American Gas and Electric Co. 
** Subsidiary of The West Penn Electric Co. 
*** Subsidiary of Ohio Edison Co. 





“11 B&W Open-Pass Boilers generate steam for the 
‘two piants. Each boiler produces 1,330,000 Ib of 
team per hr at 2000 psi and 1050 F, with reheat 
fo 1050 F. The utilization of high temperatures, 
high pressures and reheat at both plants places them 
mong the most efficient and economical in operation. 






BOILER 
DIVISION 





B* nature, rather than by political 
policy, the supplying of electricity is 
an exclusive area service business. Econ- 
omists prefer the use of the controversial 
phrase “natural monopoly.” But anyone 
who has been in the electric utility busi- 
ness knows that the monopolistic feature 
is limited solely to the service area re- 
sponsible. In all other respects, an electric 
utility business, just like any other utility 
business, is far from a monopoly. It must 
compete with other businesses in wage 
scales, in construction costs, in obtaining 
financing, and, most important of all, it 
must compete for its share of the con- 
sumer’s dollar. 


But one of the profound differences be- 
tween business-managed electric utility 
service and publicly owned electric utility 
service is the presence in one case of an 
independent regulating force, which is 
usually absent to a large extent in the case 
of public ownership. This absence of a 
constant and systematic disciplinary check 
is likely to create far more serious prob- 
lems over the long run in the case of na- 
tionalistic monopoly—such as the social- 
ized electric utility industry of Great 
Britain—than in the case of piecemeal or 
patchwork variations of public ownership 
which we find in the electric business in 
the United States. 





WILLIAM JACKMAN 


wth the Coclttrrs 


In other words, the very existence of 
business-managed electric utilities in the 
United States provides a sort of reverse 
action “yardstick” (against which to 
measure the efficiency of publicly owned 
operations ) which does not exist in a situa- 
tion where there is an over-all socialized 
national monopoly. Where the latter con- 
dition obtains, the usual tests of efficiency 
become less reliable. 


Pacing that the national monopoly 
might be getting along without any 
overt breakdown of service or widespread 
complaint or criticism. It might even be 
expanding rapidly and overcoming a back- 
log of unavoidable difficulties which 
plagued all business during the war and 
postwar years. Yet, the ghost of doubt 
would haunt such enterprise if there were 
no provision for independent checking up, 
at least occasionally. There would be un- 
answered questions as to whether the en- 
terprise were really hitting on all cylinders. 
We have had similar doubts in the case of 
government bureau operations in the 
United States which resulted in the work 
of the two general inquiries by the Hoover 
Commission into the executive and ad- 
ministrative agencies of the federal gov- 
ernment. 


WHETHER such periodic independent 
inquiries by special commissions or com- 
mittees actually provide any real substi- 
tute for continuous regulation is a de- 
batable question. But, in any event, the 
British government of Sir Winston 
Churchill decided in 1954 to establish such 
an independent board of inquiry to check 
on the operations of the nationalized elec- 
tric industry of Great Britain. Following 
approval of Parliament, a 7-man commit- 
tee was appointed in July, 1954, to under- 
take such an inquiry under the chairman- 
ship of Sir Edwin Herbert. And on Jan- 
uary 31, 1956, it made its report to Par- 
liament through the Minister of Fuel and 
Power. 
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olumbia Gas System 


delivers a modern miracle ~- 
24 Hours-A-Day! \ 






FOR CHEAPER 
- - DRYING 









© The Columbia Gas System 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Central Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
Company, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 


stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 





PAGES WITH THE EDITORS (Continued) 


ie opening article in this issue is an 
analysis of this report by the editor 
of this publication, FRANcis X. WELCH. 
In addition to summarizing the salient 
findings of the Herbert Committee, our 
editor has also volunteered a few compari- 
sons with the electric utility industry in 
the United States. 


Ir is noteworthy that the Herbert Com- 
mittee’s basic standard of inquiry was that 
a nationalized industry can and should be 
run strictly as a commercial concern. 
It condemned preferences of any kind, 
either by areas or class of consumers. It 
condemned subsidy in the form of finan- 
cial reliance on Treasury guaranties. It 
condemned unrealistic historical cost ac- 
counting and accruals in the field of de- 
preciation and other fuzzy bookkeeping 
practices which resulted in illusory sur- 
plus earnings which did not exist as a mat- 
ter of fact. One might conjecture just 
what the Herbert Committee might do 
with some of our federal power agency 
practices in the United States and how 
popular such findings might be with our 
domestic proponents of public power at 
any price. 


T’ is generally known and assumed that 
utility companies have to plan for in- 
creasing capacity to take care of increas- 
ing demands for service. They must fore- 
see economic, geographic, and population 
trends as they affect the service area. 
Specific planning and location of future 
buildings and similar long-range projects 
must all be born on the drawing boards of 
those whose duty it is to project the utility 
company’s needs into the future. In his 
article, beginning on page 302, JAMEs H. 
Cotitns of Hollywood, California, busi- 
ness author, has written an interesting 
general story, following personal inter- 
views, of how these “forecasters” operate. 


kK ao Se 


Kv’ sign these days seems to point 
towards a red-hot presidential cam- 
paign in the months to come. The utility 
companies find themselves likely to be an 
issue at the local or regional level, if not 
in the national contest. But like the old 
joke about the dogs fighting over the bone, 


8 


the bone itself cannot take any action. Its 
fate must be decided to some extent by the 
outcome of the contest between others. 
Utility management, “caught in the mid- 
dle” of conflicting social and economic 
viewpoints of various political contestants, 
may feel itself helpless to take affirmative 
and decisive action. Who, then, is able to 
look out for the important stake of the 
utility investor? One answer would seem 
to be the utility investor himself—but 
only to the extent that he is united with 
other investors in some manner inde- 
pendent of utility management, as such. 


In his article beginning on page 310, 
WILLIAM JACKMAN, president of the In- 
vestors League, Inc., gives us a brief but 
timely argument to the effect that utility 
investors can best help themselves by join- 
ing forces or taking frank, united, and 
forthright action in their own defense. 
There may be and probably is a difference 
of opinion on this within the ranks of util- 
ity management, as well as utility inves- 
tors. But in the interest of a balanced dis- 
cussion of the central problem of the im- 
pact of political controversy on the long- 
range welfare of public utility industries 
and the public interest, we present Mr. 
JACKMAN’s point of view on its own 
merits. 


Mr. JACKMAN is a veteran in the battle 
lines of the investors who seek to preserve 
the values of the private enterprise system. 
He has been associated with the league 
since early in 1943 and was elected presi- 
dent at the annual membership meeting in 
October, 1950. He was born in Manches- 
ter, England, and attended Manchester 
University before coming to this country 
to launch a business career which has cul- 
minated in his devotion to championing 
the cause of the investor—the politically 
“Forgotten Man.” The Investors League 
was established in 1942 as a nonprofit, 
nonpartisan association. 


THE next number of this magazine will 
be out March 15th. 


Dh» Delite 
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me typewriter turns out both these specialized jobs... 


IN ADDITION TO “EVERYDAY” TYPING! 


chemical formulas : 9 i . mathematical equations 


Examples: CH3AsH2, methyla 
(city )g- ASCl, chlorodimetnylarsines 
wide; HgAsCH2-CH2AsH2, 1, 2-diar 
(Cots JgASOH, tetraethylarsonium hydroxides 


methylbiarsine. 


© © (195) 
1 i jog Tid gy.» 2 Jog Mile) J-log Milenui) au 
‘one . 1 


w 
= ° 


In evaluation of the integrals, results of the form log-u are 
taken equal to Bo eh rather than in + log u. 


Ae an example consider a Gaussian amplitude character- 
stic 


2 
Mw) » (1.36) 


and let it be assumed that it applies in an interval © < «) 
but is zero outsi¢e this interval. With log T{iw)=-ou* in 
(1.35) 


REMINGTON RAND’S 


ew Interchangeable Typewriter Type* makes it possible! 


So easy to use...the typist makes the type 
change herself...at her desk...in seconds! 


No need for a special typewriter, or to have re- 
ports messed up with written-in figures and 
symbols. One typewriter will turn out any type 
of material using special symbols, letters or 
numerals in addition to regular day-by-day 
typing. The reason is Remington Rand’s exclu- 
sive Interchangeable Typewriter Type. Its ad- 
vantages are endless. For the complete story, 
write for R8794, Remington Rand, Room 1397, 
315 Fourth Ave., New York 10. 


Remington. Fland 
DIVISION OF SPERRY RAND CORPORATION 


*Available on Remington Electric and Standard typewriters. 








Coming IN THE NEXT ISSUE 


(March 15, 1956, issue) 














* 





WHAT HAPPENS NOW TO FPC GAS REGULATION? 
The recent veto by the President of the Harris-Fulbright Bill which leaves natural gas 
producers under most forms of FPC regulation, has left in its wake a series of unanswered 
questions. What about cases pending? What happens to increased rates collected un- 
der bond? Wil! a new standard of reasonableness (fair market price) be applied in de- 
termining the reasonableness of rates collected even though the statute is ineffective? 
All these and a number of other questions suggesting almost inevitable litigation have 
cropped up following disapproval of this controversial legislation. Ernest R. Abrams, 
well-known financial and economic writer, has undertaken an over-all examination of 











the situation as it now appears. 










LET'S KEEP OUR BUSINESS AND POLITICS STRAIGHT 


The year 1956 is almost certain to develop into a red-hot presidential campaign year. 
Furthermore, business, including public utility business, is likely to be made the target 
of political attack, judging from the line already being taken by some of the leading 
political figures. R. C. Reno, editor of Telephony magazine, the national telephone 
journal, has written an article containing some practical suggestions for people in the 
public utility field at this time. He outlines the important réles to be played by both 
business and trade publications, as well as business management, in keeping the record 
straight and the public accurately informed. He feels that utility management has a 
duty to defend the regulatory system under which it operates from unfair and unwar- 
ranted attack. 












WHAT DOES THE REPORT ON WATER RESOURCES POLICY MEAN? 
Recently the Presidential Advisory Committee on Water Resources Policy submitted 
to Congress a report on the subject of co-ordinating the development and preservation 
of water resources. The Under Secretary of Interior, the Honorable Clarence A. Davis, 
in this article, which is a substantial restatement of his explanation of the subject before 
the National Conference on Water Resources Policy (St. Louis, January 24, 1956), is 
the first government official to discuss this report after its submission to Congress. 
While it deals primarily with water management, the inescapable impact of this policy 
on federal power development policy is apparent. The article discusses the inherent 


















conflicts in the development and preservation of natural water resources. It also deals behi 
with the three aspects of water problem solution: the physical, the financial, and the auto 
organizational. Wilt 
hot- 
* te t] 
F anal 
won 
Al $0... Special financial news, digests, and interpretations of court and com- 

mission decisions, general news happenings, reviews, Washington ece 

gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, empioyees, investors, and others. 0 Six: 
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HK sooo things hot in “turn” was the idea 
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hind this crude forerunner of the modern, 
itomatic steam table. Figures that must 
iit their “turn” to be processed are seldom 


—and hot, fresh figures are all important 
the operation of modern business. Rate 


alyses that are weeks and months old 
m’t tell you much. Rate analyses turned 


out swiftly and accurately in a matter of 
days by the “One Step” Method tell you 
plenty—allow you to plan and profit. We 
would like to send you the story of the 
“One Step” Method (exclusive with R &S), 
it’s succinctly told in BOOKLET “FBB”, 
a copy is yours for the asking—no obli- 
gation, of course. 


ecording & Statistical Corporation Bs “Your key 


0 S xth Avenue e 


New York 13, N. Y. to better figures” 





CCaoukble CEawrke 


“There never was in the world two opinions alike.” 


E.Liison L. HAZARD 
General manager, northeastern 
district, Continental Can 
Company, Inc. 


Henry Forp II 
President, Ford Motor Company. 


F. M. Banks 
President, American Gas 
Association. 


LESLIE GOULD 
Columnist. 


Estes KEFAUVER 
U. S. Senator from 
Tennessee. 


HARLLEE BRANCH, JR. 


President, Edison Electric Institute. 


LEsTER L. COLBERT 
President, Chrysler Corporation. 


Joun R. STALEY 
Vice president, Quaker Oats 
Company. 


—MOoNTAIGNE 





“Profit provides better tools and increases the 
productivity of our workers and that in turn brings 
higher wages for them.” 


¥ 


“And it seems to me today that, with reasonable and 
sound planning, we can hardly build too fast. Just to 
keep from losing ground, we’ve got to move ahead.” 


“We've come a long way since each individual utility 
in this country had to solve its own sales problems. To- 
day there are no secrets; exchange of information on 
successful sales programs and plans is gladly given.” 


ha 


“The problems that arise as the peacetime develop- 
ment of nuclear energy progresses cover several fronts. 
One is insurance coverage. There is no actuarial experi- 
ence. The risks can prove to be nil, but for the first time 
industry is handling a radioactive substance.” 


Py 


“There hasn’t been an appropriation for a new start 
in TVA since the Republicans took control of the gov- 
ernment. It is axiomatic that TVA cannot go on and on 
forever, returning money to the Treasury as it has in 
the past, and as it did this year [1955], without some 


° 9? 
support in return. 
> 


“The great advancements in the arts of generation and 
transmission of electricity are the result of continuing 
research work by the electric industry and by the manu- 
facturers of equipment. As we stand now at the begin- 
ning of the atomic age, it is obvious that our research 
activities will have to be multiplied many times over.” 


* 


“Ours is an open economy because it gives every man 
a choice of a thousand roads toward the kind of life he 
wants for himself and his family. It is an open economy 
because it is built on a belief in constructive change— 
and upon all the freedoms that make change possible. It 
is an open economy because it is always headed toward 
an open and unscheduled future.” 


¥ 


“It appears that there are 850 waterway operators 
benefiting from the $1.3 billion that has been expended 
on the major inland waterways with more than $38,- 
000,000 in annual maintenance costs. These expendi- 
tures would constitute a gift of $1,550,000 initial 
investment and a handout of $45,000 for continued 
maintenance costs year after year to each of these 850 
operators.” 
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oP EED! 
ACCURACY! 


USE 


Bell System private line teletypewriter serv- 
ice offers important advantages to those who 
operate the nation’s power lines. 

Teletypewriters are used for planning the 
day’s operations, general written communica- 

ons from load dispatcher to power plants, 
ubstations, other dispatchers, and offices. 

The service ranges from a simple private 
‘ine between two teletypewriters up to net- 


TELEPHONE TELETYPEWRITER 


BELL SYSTEM PRIVATE LINE 
TELETYPEWRITER SERVICE 


works connecting many points. To meet the 
challenge of today’s highly competitive market, 
you have direct—fast—accurate—written— 
private—two-way record communications. 


Let a Bell System communications engineer 
make a detailed study of your communications. 
Such a survey may save you time and money. 
There’s no obligation. 


¢ Call your Bell Telephone representative 


BELL TELEPHONE SYSTEM 


TELEMETERING AND REMOTE CONTROL CHANNELS 








One of the great threats to 
the mythical Jason and the 
Argonauts as they sought 
the Golden Fleece was pas- 
sage of their ship between 
| the forbidding rock of Scylla 
H 





and the whirlpoo! of Charyb- 
dis. With steady hands Jason 
guided the Argo safely 
through the treacherous 
channel. To this day, Scylla 
and Charybdis remain a 
symbol of perilous hazard. 


enacea 


WHEN ENDURANCE COUNTS 


Overcoming the perils of Scylla and Charyb- Cable stands steadfast against all the ele- 
dis, Jason and the Argonauts demonstrated ments which would destroy its efficiency. 
great endurance in the face of severe de- Kerite Cables, in perfect operating condition 
structive elements. Another—and more after 40 or more years, in hazardous original 
modern—demonstration of great endurance installations, is the rule, rather than the 
is Kerite Cable. Under every manner of ad- exception. The world over, the Kerite name 
verse condition, throughout the world, Kerite is recognized as a symbol of durability. 


The value and service life of a product can be no greater than the integrity and craftsmanship of its maker 


KERITE CABLE 


THE KERITE COMPAN Y—30 Church St., New York 7, N. Y. 
Offices also at 122 S. Michigan Ave., Chicago; 582 Market St., San Francisco; 
Founded 1854 3901 San Fernando Rd., Glendale 4, Calif.; 31 St. James Ave., Boston 





STILL 


‘THE MOST EFFECTIVE 
LOW COST 
WOOD PRESERVATIVE 


For over 50 years creosote has been, and still is, the most 
effective low cost chemical for prolonging the service life 

of poles, conduit and construction woods. And longer service 
life is the first and most important reason why you invest 
money in treated woods. 


However, creosote must be applied properly for maximum 
results. Application is a job for an experienced treater— 
ONE WHO HAS A PROVEN SERVICE RECORD. 


The American Creoscting Company, backed by over fifty 
years experience in wood preservation, has an enviable record. 
Amcreco creosoted materials have undergone the only conclusive 
test—on the job .. . long, long years of service with lasting 
strength throughout the life of the wood, and high resistance 


to fungi, borers, insects and natural enemies of wood. 


When you put wood products to work you want longer 
service life and appreciable money savings through reduced 
repair and maintenance work. You can get it by taking advantage 
of Amcreco’s fifty years experience. We welcome the opportunity 
to help the buyer. Amcreco’s 23 plants and 12 sales offices are 
strategically located to give you the kind of service you 
require, wherever you may be. 


AMERICAN CREOSOTING COMPANY 
. 


Shreveport Creosoting Company 7 re Georgia Forest Products Company 
Celonial Creosoting Company Ww Gulf States Creosoting Company 
Federal Creosoting Company . Georgia Creosoting Company 
Indiana Creosoting Company : OOD, Kettle River Company 








LOUISVILLE 2, KENTUCKY 
12 FIELD SALES OFFICES TO SERVE YOU 
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INVESTIGATIONS 

REPORTS 

FINANCING 

ACCOUNTING 

TAXES 

INSURANCE 

PENSIONS 

DEPRECIATION 

VALUATIONS 

CONSULTING & DESIGN ENGINEERING 
RATES 

PURCHASING 

INDUSTRIAL & PUBLIC RELATIONS 
ADVERTISING 


A SOUND RATE STRUCTURE 
is the key to adequate earnings 


Basic economic analyses affecting pricing policy 

Analysis of factors influencing rate design 

Studies involving rate base, cost of money, rate of return 

Preparation and presentation of expert testimony in rate proceedings 
Cost of service analyses 


Continuing research and reports on economic, commercial 
and engineering developments affecting rates 


Rate audits 
Write for our booklet describing our services. 


Address: Commonwealth Services Inc., Department E, 
300 Park Avenue, New York 22, N. Y. 


Conuuusnurille Seu Gue. 


COMMONWEALTH ASSOCIATES INC. 


300 Park Avenue, New York 22, N.Y. 
Jackson, Michigan Washington, D. C 
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Thursday—1 


outhern Gas Association 

egins distribution manage- 

ment conference, New Or- 
leans, La. 


Friday—2 


American Society for Test- 
ing Materials ends commit- 
tee week, Buffalo, N. Y. 


Saturday—3 


American Society of Me- 
chanical Engineers will hold 
spring meeting, Portland, 
Ore. Mar. 18-21. Advance 


notice. 


Sunday—4 


Southern Safety Confer- 
ence, Inc., begins conference 


and exposition, Atlanta, Ga. 


ced 





Monday—5 


Imerican Water Works 
Association, Southeastern 
Section, will hold annual 
meeting, Augusta, Ga. Mar. 
18-21, Advance notice. 


Tuesday—6 


Kentucky Independent Tel- 
ephone Association begins 
convention, Lexington, Ky. 


Wednesday—7 


Mid-West Gas Association 
will hold meeting, Omaha, 
Neb. Mar. 19-21. Advance 


notice. 


Thursday—8 


American Gas Association, 

Residential Gas Sales Com- 

mittee, begins meeting, New 
Orleans, La. 








Friday—9 


!llinois Institute of Tech- 
nology will hold annual 
lmerican power confer- 
nce, Chicago, Ill. Mar. 
21-23. Advance notice. 


Saturday—10 


New England Gas Associa- 
tion will hold annual meet- 
ing, Boston, Mass. Mar. 


22, 23. Advance notice. 


Sunday—11 


Oklahoma Utilities Associ- 
ation will hold annual meet- 
ing, Oklahoma City, Okla. 
Mar. 22, 23. Advance notice. 


Monday—12 


National Association of 

Corrosion Engineers begins 

annual meeting, New York, 
NOY. 





Tuesday—13 


exas Telephone Associa- 
m ends 2-day convention, 
Dallas, Tex. 





Wednesday—14 


Southeastern Electric Ex- 

change ends 3-day annual 

conference, Boca Raton, 
Fla, 





Thursday—15 


American Trade Associa- 
tion Executives begin con- 
ference, Washington, D. C. 





Friday—16 


National Electrical Manu- 
facturers Association ends 
5-day meeting, Chicago, Ill. 
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Microwave—Utility’s Utility 


Microwave antenna on tower above generating plant in Charlotte, North Carolina. 
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MarRCH I, 1956 


How Efficient Is the Nationalized 
British Electric Industry? 


The nationalized electric industry of Great Britain has been critical- 
ly analyzed in a recent report of an independent committee ap- 
pointed to study it by the British government. The 7-man com- 
mittee enumerated a series of faults, but said, in its unanimous 
report to Parliament, that the nationalized British electric industry 
is burdened with many faults, both technical and administrative, 
but cannot be condemned, on the whole, as being inefficient. 


By FRANCIS X. WELCH* 


HERE is a rather canny observation 

about the efficiency of British gov- 

ernment operation to the effect that 
it combines the best features of both the 
conservative and socialistic elements. In 
other words, the British may take some of 
their over-all economic policy from the La- 
bor party (such as the nationalization of 
the utilities and other industries), but they 
make such socialistic experiments work 


*Editor, Pusiic UTinities FoRTNIGHTLY. 


more efficiently by putting them in charge 
of hardheaded conservative businessmen. 
Like all other generalizations, there is 
doubtless some exaggeration in this com- 
mentary. But it is a fact that the British 
do go in for a fair amount of thorough 
and systematic double checking on their 
governmental operations. 

Such was the recent report of the com- 
mittee of inquiry into the electric supply 
industry, more popularly known as “the 
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Herbert Committee” because of the lead- 
ership of its distinguished chairman, Sir 
Edwin Herbert. Aside from the slight 
similarity in name, the function of the 
Herbert Committee calls to mind for the 
American observer, the work of the Her- 
bert Hoover Commission in the somewhat 
broader field of analyzing the operation of 
the executive branch and independent 
agencies of the United States government. 

The Hoover Commission reports—es- 
pecially the 1955 series—were broader in 
every sense, of course. The Hoover group 
not only traversed the whole gamut of the 
administrative arm of the federal govern- 
ment, it also went into policy questions. 
The Herbert Committee, on the other 
hand, was restricted to independent analy- 
sis of the nationalized electric industry of 
Great Britain and Wales. Furthermore, 
the Herbert Committee did not go into 
policy questions. Indeed, one of its most 
trenchant criticisms of the socialized elec- 
tric industry of Great Britain pointed to 
the danger that the latter might consider 
itself authorized and qualified to go in for 
national policy making. 


HE Herbert Committee was appointed 

in July, 1954, “to inquire into the or- 
ganization and efficiency of the electricity 
supply industry in England and Wales in 
the light of its working under the Electric- 
ity Act, 1947, and to make recommenda- 
tions.” The 189-page report was presented 
by the Minister of Fuel and Power to Par- 
liament in January, 1956. The 7-man com- 
mittee enumerated a series of faults, but 
said in its unanimous report to Parliament 
that the industry was not in any reason- 
able sense of the term inefficient. “It is an 
efficient industry that could be improved 


but that is in danger of losing efficiency 
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partly for reasons beyond its control,” the 
group said. 

Although named by the government, 
the committee operated independently. Its 
study was the first of its kind of a whole 
nationalized industry since nationalization 
was introduced by the Labor government 
of 1945-50. The report is being studied 
closely and demands already are being 
voiced for similar reviews of the other 
government-owned industries. 

“Tt should not be allowed to remain the 
only one,” The Evening Standard (Lon- 
don) said editorially. “For it suggests 
that the other state-owned concerns need 
not only a similar investigation but a com- 
prehensive overhaul. The government 
should see to it.” 


i dew historical background of the so- 

cialized electric industry in Great 
Britain comprises three phases. First, 
there was the creation of what would be 
called, in the United States, central station 
establishments (both by private compa- 
nies and local authorities) for which the 
British use the word “undertakings.” 
These services came into being under the 
old Electric Lighting Act of 1882. They 
had authority to supply electricity in a spe- 
cific area. With the progress of technical 
developments demanding more co-ordina- 
tion and interconnection of generation, 
transmission, and distribution, Parliament 
passed the Electricity (Supply) Act of 
1919. This set up a supervisory board 
known as the Electricity Commissioners 
to promote, regulate, and supervise the 
supply of electricity. To carry out their 
responsibilities, these | commissioners 
sought voluntary agreements between the 
various “undertakers” to concentrate gen- 
eration through the pooling and mutual 

















use of a relatively small number of gen- 
erating stations. But the commissioners 
had no compulsory powers and progress 
was slow. By 1925 there were still 541 
“undertakings” taking their supplies from 
494 generating stations of varying size 
and efficiency. 

The second phase marked the first step 
towards eventual socialization. It was the 
creation of the Central Electricity Board 
under the Electricity (Supply) Act of 
1926. This board, a public corporation, 
had a dual function. It built and operated 
generating and interconnecting facilities 
on a grid pattern. It also provided electric 
supply for the local distributing agents or 
“undertakers.” 


Siew third and final stage came with 
the nationalization of the entire elec- 
tric industry during the régime of the La- 
bor (Attlee) government with the passage 
of the Electricity Act of 1947. The actual 
taking over of the municipal and private 
company distributing agencies was accom- 
plished in 1948 and is generally referred 
to as “the vesting date.” The 1947 statute 
set up a British Electricity Authority sub- 
sequently known as the Central Electric- 
ity Authority (CEA). This was superim- 
posed over a secondary tier of 12 area 


q 
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electricity boards. This organization ab- 
sorbed the old Electricity Commissioners, 
the Central Electricity Board, and some 
560 authorized “undertakers.” 

It is this present two-tiered organiza- 
tion which the Herbert Committee set out 
to examine critically. But how does one 
examine critically a government agency 
functioning as an industrial monopoly? 
What is “efficiency” under such circum- 
stances? Ordinarily, an industry’s efficien- 
cy is gauged by two factors: (1) success 
in giving customers the goods and services 
they want; (2) success in minimizing the 
cost of doing so. Assessing the efficiency 
of a monopolistic industry (whether na- 
tionalized or not) necessarily involves 
judgment as to whether consumers are get- 
ting what they want, whether the costs 
are properly allocated, whether the indus- 
try is using the least quantity of real re- 
sources for any given level of output. The 
task is complicated by the absence of ma- 
jor bench marks which exist in competitive 
industry. 


. PETITIVE industry succeeds, obvi- 

ously, when it sells its products, when 
it is able to make profits which so satisfy 
investors as to permit continued expansion 
and attraction of capital. This implies, of 


“THERE is a rather canny observation about the efficiency of 
British government operation to the effect that it combines the 
best features of both the conservative and socialistic elements. 


In other words, the British may take some of their over-all eco- 
nomic policy from the Labor party (such as the nationalization 
of the utilities and other industries), but they make such social- 
istic experiments work more efficiently by putting them in 
charge of hardheaded conservative businessmen. Like all other 
generalizations, there is doubtless some exaggeration in this 


commentary.” 
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course, satisfactory working conditions 
for employees and management which 
command the respect of all—investors, 
consumers, employees. All this must be ac- 
complished in competition with other rival 
operations which provide a powerful dis- 
ciplinary force for the achievement of 
managerial goals on all three fronts—in- 
vestment, consumption, and employment. 


B” when we attempt to apply these 

tests to a monopoly they become less 
reliable. A monopoly may succeed in pass- 
ing the apparent tests and yet fail to give 
customers as good or as cheap a service as 
they would get under a different setup. 
This was the heart of the problem of the 
Herbert Committee. Although the Brit- 
ish socialized electric industry has had to 
compete with producers of solid fuels and 
gas, it has never had to compete in 
the usual sense of the term. Furthermore, 
with steadily rising demand, the govern- 
ment monopoly never had to scratch for 
business nor engage in any promotional 
contests. Nor was there any particular 
pressure to test the efficiency of particular 
operations, such as would be the case in 
a competitive business. The Herbert Com- 
mittee report states concerning this prob- 
lem: 


The nationalized industry therefore 
comprised at the start a large number of 
undertakings of widely varying efficien- 
cy which had not been subject to the 
test of competition. How well the in- 
dustry has done since nationalization is 
therefore dependent on the view taken 
of the industry’s efficiency at vesting 
date. If one assumed that the industrv 
was in first-class fettle, accepting every 
challenge to improve service and reduce 
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costs, it would be unreasonable to ex- 
pect of the nationalized industry ad- 
vances other than those which might 
come from the replacement of small 
monopoly areas by a country-wide mo- 
nopoly and from increasing knowledge 
in the fields of technology, organization, 
and the use of people. If, on the other 
hand, one assumes that the industry had 
found things pretty easy before vesting 
date one would give less credit for sub- 
sequent improvements. In short, when 
measuring the improvement one must 
have some idea of the starting point. 


HE original organization of the Brit- 

ish Electricity Authority was de- 
signed to weld together on a national level 
many small area monopolies. Compared 
with other nationalized industries, the so- 
cialized electric industry was the largest of 
all. It has been the most prosperous of the 
industries nationalized by the postwar La- 
bor government. But there was little real 
rivalry on this score, since coal mining, 
gas, railroads, etc., had been nationalized 
primarily because of their economic diffi- 
culties, not because of their revenue possi- 
bilities. 

It is hard to quarrel with the Herbert 
Committee’s basic criterion that a nation- 
alized industry can and should be run 
strictly as a commercial concern. The com- 
mittee reasoned logically that its very mo- 
nopolistic position made this all the more 
important. The committee report says on 
this: 


Electricity supply is a monopoly in- 
dustry which has a constantly growing 
demand for its product. These facts ex- 
pose it to two serious risks either of 
which could, in our view, sap its efficien- 
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Testing Monopolistic Efficiency 


cé A MONOPOLY may succeed in passing the apparent tests and yet fail to 
give customers as good or as cheap a service as they would get un- 
der a different setup. This was the heart of the problem of the Herbert Com- 


mittee. Although the British socialized electric industry has had to compete 
with producers of solid fuels and gas, it has never had to compete in'the 
usual sense of the term. Furthermore, with steadily rising demand, the gov- 
ernment monopoly never had to scratch for business nor engage in any 
promotional contests. Nor was there any particular pressure to test the 
efficiency of particular operations, such as would be the case in a competitive 


business.” 








cy. The industry could, without finan- 
cial embarrassment, jog along comfort- 
ably without much effort, and it could 
be used as a device for implementing na- 
tional policies and for transferring in- 
come from one section of the communi- 
ty to another without the burden of 
these policies being properly weighed 
in Parliament or by the Minister. We at- 
tach great importance therefore to the 
industry being run on business lines. It 
should have one duty and one duty 


alone; to supply electricity to those who 
will meet the costs of it and to do so at 
the lowest possible expenditure of re- 
sources consistent with the maintenance 
of employment standards at the level of 
the best private firms. Any deviation 
from this task should be undertaken on- 
ly on precise instructions. The line be- 
tween the government and the industry 
should be a clear one for all to see. 


A nationalized industry ought, there- 
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fore, to be self-supporting, and able to 
raise new capital without reliance upon an 
automatic Treasury guaranty of its fi- 
nancing. In service to its customers and in 
the well-being of its staff it should stand 
comparison with the best in private indus- 
try. 

Since competition plays no part in de- 
termining its prices, these should be based 
upon the full cost of the resources used up 
in supplying its product. The committee 
holds that this principle requires a social- 
ized electric industry to provide for de- 
preciation at current rather than historical 
costs, and to design its tariffs to reflect as 
closely as is practicable the cost of supply- 
ing particular customers. The second 
“working rule” set out by the committee 
is the simple and well-tried one—though 
it has seldom been tried in nationalized 
industries—that no organization should be 
larger than is necessary to achieve the ma- 
jor economies of scale available in its field. 


Comparisons with United States 
Electric Industry 


—— the over-all accomplishments 
of the socialized British electric in- 
dustry since it was taken over in 1948, the 
committee believes the Central Electricity 
Authority deserves high praise. It states 
early in the report: 


We should also like to take this early 
opportunity of stating that in our opin- 
ion it would be quite wrong to call the 
industry inefficient, nor can the organ- 
ization which has produced the results 
it has produced be described as a bad 
organization. Since vesting day in the 
face-of shortages of capital, man power, 
and physical assets, the industry has suc- 
ceeded very largely in overcoming the 
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shortage of generating plant. It has gone 
a long way towards making good the 
war arrears of maintenance and rein- 
forcement of distribution systems. It has 
made substantial technical advances and 
it has succeeded in supplying electricity 
to consumers at a price which on the av- 
erage is only 30 per cent above that rul- 
ing in 1939. This has been done at a 
time when the cost of coal, the principal 
raw material of the industry, has in- 
creased by 270 per cent and the general 
cost-of-living index has risen by 137 
per cent. 


H~ does this stock up against corre- 

sponding electric rates and cost-of- 
living price trends in the United States? 
Not very well, percentagewise. As against 
a 30 per cent rise since 1939 in the British 
cost of electricity to the consumer, com- 
pared with a 137 per cent increase in its 
general cost of living, we have an actual 
countertrend in the United States over the 
same period. In 1939, the average cost per 
kilowatt-hour for residential use was 4 
cents, and it has since declined by a third 
(33 per cent) to 2.69 cents in 1954. Mean- 
while, the over-all cost of living in the 
United States had approximately doubled 
over the same period. 

In actual foreign exchange price com- 
parison, however, the British residential 
rates seem incredibly low. The report 
states: 


We doubt whether the ordinary do- 
mestic consumer has any idea of how 
cheap his supply of electricity is. The av- 
erage consumption in domestic premises 
in England is of the order of 1,400 units 
a year. At the average price paid by the 
domestic consumer this works out at 
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about 3s. 6d. per week. For this price, 
the consumer can light his house in a 
clean and convenient form and also add 
to his heating comfort at critical times; 
and he may have a television set and a 
radio receiver as well. All this he gets 
for the equivalent of the price of 20 
cigarettes. His daily expenditure on 
electricity is the equivalent of the cost 
of three boxes of matches. 


mN the current rate of exchange this fig- 
ures out at about 50 cents a week for 
27 kilowatt-hours. But the current rate of 
exchange (dollar-pound) is somewhat 
artificial for comparative purposes when 
it is recalled that the pound sterling was 
arbitrarily devalued in 1949, in terms of 
the American dollar, to $2.80. At the old 
rate of exchange ($4.90) the 27 weekly 
kilowatt-hours would work out at about 
86 cents, or 3.2 cents per unit (as com- 
pared with the 2.69-cent average unit price 
in the United States in 1954). Incidental- 
ly, the average annual domestic use in 
Great Britain, 1,400 kilowatt-hours, com- 
pares with a corresponding annual (1954) 
figure of 2,549 kilowatt-hours per cus- 
tomer use in the United States. 

As a matter of fact, considering the 
arbitrary nature of foreign exchange price 


q 
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comparisons, the use of service is probably 
a far more reliable index of the relative 
accessibility of electric service to the Brit- 
ish domestic customer (living under his 
own scale of wage and other living cost 
levels) and to the domestic customer in 
the United States—using a similar frame- 
work of reference. If the British customer 
is using 1,400 kilowatt-hours a year as 
compared with the American per cus- 
tomer use of 2,549, it is not unreasonable 
to suggest the American can and does af- 
ford to use almost double the amount of 
the British consumer. Otherwise, based on 
foreign exchange of some debased cur- 
rencies, one might point to electric rates 
ridiculously low in terms of American 
dollars and cents, and yet so high in terms 
of local average customer spending power 
that only a small fraction of the population 
would be able to use the service at all. This 
condition actually exists in some foreign 
countries. 


HE Herbert report itself made no di- 

rect comparison of the American and 
British industries except in one respect. It 
did recognize the differences in load con- 
ditions in the United States and compared 
them with Great Britain in the following 
interesting commentary on the varying so- 


“COMPETITIVE industry succeeds, obviously, when it sells its 
products, when it is able to make profits which so satisfy 1n- 
vestors as to permit continued expansion and attraction of 


capital. This implies, of course, satisfactory working conditions 
for employees and management which command the respect of 
all—investors, consumers, employees. All this must be accom- 
plished in competition with other rival operations which provide 
a powerful disciplinary force for the achievement of man- 
agerial goals on all three fronts—investment, consumption, and 


employment.” 
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cial and other habits affecting per custom- 
er consumption in the two countries: 


The present system load factor of 
the British electricity system (1954- 
55) is 46.8 per cent. At this level, not 
only is there an ample margin of spare 
plant for the Central Authority to fit 
in their maintenance program, especial- 
ly during the summer, but the plant ca- 
pacity as a whole is much underem- 
ployed. In the United States, system 
load factors of about 60 per cent are 
experienced in various regions but 
apart from the difference in the method 
of calculation there are real differences 
in climate and social habits between the 
two countries which make an exact 
comparison of load factors impossible. 
It can be said, however, that the indus- 
trial load factor in America is general- 
ly higher than in this country owing to 
the greater prevalence of two- and 
three-shift working in the United 
States. On the commercial and domestic 
sides there is a very much lower use of 
electricity for winter space heating in 
the United States, but a considerable 
summer demand for refrigeration and 
air-conditioning purposes. American 
habits therefore tend to improve their 
system load factor. The authority have 
stated that they envisage a general 
load factor improvement from 44.4 per 
cent in 1953-54 to 48.2 per cent in 1959- 
60, and we have seen that the system 
load factor for 1954-55 was 46.8 per 
cent. The extent of the prospective fur- 
ther improvement in load factor is im- 
portant in assessing whether any reduc- 
tion in average costs may be expected 
over these next few years. The higher 
the load factor (certainly up to the 
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range of 60-70 per cent) the more effec- 
tively employed will be the generating 
plant. We have, therefore, reviewed 
closely the means by which the electric- 
ity boards hope to secure the improve- 
ment in load factor they expect. 


Rural Electrification 


Aw reminiscent of a problem of con- 
fusing social and business goals which 
has given concern to the electric indus- 
try in the United States is the matter of 
rural electrification. The Herbert Com- 
mittee politely but firmly suggests that the 
Central Electricity Authority has been de- 
veloping uneconomic rural electrification. 
Progress has been considerable (since 
“vesting day” in 1948). The number of 
electrified farms in Great Britain has in- 
creased from 30 to 60 per cent. (The num- 
ber of farms electrified in the much more 
sparsely populated United States is now 
variously estimated at from 90 to 95 per 
cent.) But this has been accomplished by 
preferential treatment. And the commit- 
tee report contends that “with the high de- 
gree of rural connection already achieved, 
it is clear that costs of connecting the resi- 
due of more isolated premises are becom- 
ing increasingly heavy as the system ex- 
tends deep into the countryside.” 
During the Attlee régime, and probably 
after, “the electricity boards have been 
encouraged to take the view that rural 
electrification is to be regarded as a na- 
tional duty, and that if any particular 
board incurs expenditure in the promotion 
of rural electrification which cannot be 
recouped from the rural consumers con- 
cerned and without laying a burdensome 
charge on the general body of consumers 
in the area, the industry as a whole will 
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Subsidizing Rural Electrification 


4 “— Herbert Committee politely but firmly suggests that the Central 

Electricity Authority has been developing uneconomic rural elec- 
trification. Progress has been considerable (since ‘vesting day’ in 1948). 
The number of electrified farms in Great Britain has increased from 30 to 
60 per cent. (The number of farms electrified in the much more sparsely 


populated United States is now variously estimated at from 90 to 95 per 
cent.) But this has been accomplished by preferential treatment. And the 
committee report contends that ‘with the high degree of rural connection 
already achieved, it is clear that costs of connecting the residue of more 
isolated premises are becoming increasingly heavy as the system extends 
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deep into the countryside. 








contribute towards the costs of that cial obligations or the national interest. 
board.” We believe that each board should be 

But the Herbert Committee does not encouraged to stand on their own feet 
agree. It states: and we think that it is damaging to the 
very proper sense of pride, zeal, local 


We are concerned about the applica- . 
enterprise, and efficiency of other boards 


tion of any policy which may impair the 
commercial responsibility of the indi- for the consumers of one area to be as- 
vidual boards. For this reason we have sisted by a subsidy from the others, 
certain misgivings about the industry’s which is what happens when grants are 
present policy, which seems to provide made from the central reserves to which 
a blank cheque for uneconomic expendi- all boards have contributed. There 
ture to be incurred by particular boards would be an ever-present temptation for 
under the guise of furthering their so- certain boards to call on central funds 
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in order to undertake uneconomic de- 
velopment. 


The committee does not envisage, how- 
ever, that the promotion of rural electri- 
fication within reasonable limits, any more 
than the connection of urban housing, 
need oblige the area boards to look to Par- 
liament for financial assistance. It ven- 
tures the hope that this will not be neces- 
sary. 


Structural Reform 


ha setting forth its “working rule” that 
nationalized industry organization 


should be no larger than is necessary to 
achieve the major economies of scale 
available in the field, one is reminded—in 
a paradoxical way—of the Jeffersonian 
doctrine about the least government being 
the best government. The paradox lies in 


the very idea of the Jeffersonian doctrine 
being applied to socialized industry. Noth- 
ing could have been further from the 
thought of the sage of Monticello than the 
idea of government in business, large or 
small. But granted that the political evolu- 
tion of postwar Britain postulated the 
establishment of socialized utility monop- 
olies, it still makes sense to keep them con- 
fined to a minimum size commensurate 
with operating efficiency. Otherwise, a na- 
tionalized utility industry attempting to 
function within the framework of an 
otherwise private enterprise system would 
have a tendency to spread all over the mar- 
ginal boundaries of operation. 

It was easy enough for the United 
States government to secure a voluntary 
divorce (under threat of antitrust pro- 
ceedings) between the manufacturing, ap- 
pliance, distribution, and operating utility 
industries in the United States. But who 
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could prosecute a government monopoly 
for antitrust violations if they became the 
established national pattern, and if the 
political policy of the government in office 
encouraged marginal expansion? 


HE Herbert Committee criticized the 

Central Electricity Authority for its 
failure to seek alternative supply abroad 
when bargaining with sections of the elec- 
tric plant manufacturing industry in Great 
Britain in which “no real competition 
could exist.” The committee holds that the 
socialized industry has been putting its 
own conception of the “national interest” 
before its commercial advantage. In criti- 
cizing the structural efficiency of the Brit- 
ish socialized setup, the Herbert Commit- 
tee comes back to the ever-present prob- 
lem and temptation of all bureaucratic 
overcentralization. Not only do decisions 
tend to pile up on the desk of one man 
with a push button sitting in London, but 
the very bureaucratic setup tends to par- 
alyze the initiative and sap the efficiency 
of local area management. 

Asserting that the formal structure of 
the electric industry was not conducive 
to the highest efficiency, the committee 
said it contained unnecessary complica- 
tions and weaknesses. Among other things, 
it recommended that the Central Electric- 
ity Authority’s present responsibilities for 
generation and transmission be handed 
over to a new Central Electricity Genera- 
tion Board. 

The committee also held that respon- 
sibility was not properly delegated. As a 
result there was a tendency to do work in 
whole or in part several times over at dif- 
ferent levels and an unreadiness to give 
men in the field the power and responsibili- 
ty they should have, the report said. 
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The industry has a long way to go in 
the introduction of modern aids to good 
management, the committee said. It men- 
tioned particularly budgeting, work study, 
operational research, and the use of incen- 
tive wage systems. Another recommenda- 
tion was that the industry take steps to 
attract and retain an adequate supply of 
first-rate talent for both technical and 
managerial posts. 


HE committee’s criterion about size 

and management might in any event 
conflict with the existing two-tiered struc- 
ture of the Central Authority and the area 
boards. According to the report, the com- 
mittee had concluded from empirical in- 
quiry that this existing structure is ceas- 
ing to be suited to supplying Britain eff- 
ciently with electricity. The Herbert Com- 
mittee thinks that this structure probably 
was suited to the amalgamation of local 
electricity undertakings into a unified na- 
tional service. Today, however, it feels 
that far too many of the effective deci- 
sions in the industry are made at the cen- 
ter—and in effect by the chairman and the 
two deputy chairmen of the Central Au- 
thority. Moreover, in the planning and 
design of the construction program there 
is a serious duplication of functions at dif- 
ferent levels of the generation and trans- 


q 
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mission hierarchy ; this aggravates the de- 
lays and means that decisions are taken 
far above the level at which they have to 
be made effective. 

The committee has applied its criterion 
of the maximum size for efficiency in sug- 
gesting a reconstruction of the industry. 
It rejects the suggestion that generation 
should be returned to the area boards, as 
in the days of the Central Electricity 
Board, because it thinks that economies 
of scale in generation can be achieved be- 
yond the size of a distribution area—par- 
ticularly with the concentration of big new 
power stations on the Midlands coal fields. 
It therefore proposed the Central Electric- 
ity Generation Board—though emphasiz- 
ing that the main responsibility for con- 
struction of all but “unconventional” pow- 
er stations should be located as far down 
the divisional ladder as possible. The area 
boards, it thinks, are about the right size, 
but they are weak in organization; each 
should have a chief executive, apart from 
the full-time chairman, and below the areas 
there should be only one executive level of 
management. 

After such a reorganization would 
there still be a need for any Central Au- 
thority? Sir Edwin Herbert and his col- 
leagues decided that a Central Authority 
would be wanted, but confined almost en- 


“IN setting forth its ‘working rule’ that nationalized industry 
organization should be no larger than is necessary to achieve the 
major economies of scale available in the field, one is reminded 


—in a paradoxical way—of the Jeffersonian doctrine about 
the least government being the best government. The paradox 
lies in the very idea of the Jeffersonian doctrine being applied 
to socialized industry. Nothing could have been further from 
the thought of the sage of Monticello than the idea of govern- 


ment in business, large or small.” 
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tirely to supervisory functions and exer- 
cising no executive powers. To get the 
right caliber of man for these boards it 
suggested marked increases in salaries— 
which would have the additional, equally 
essential effect of raising the ceilings for 
executive salaries below the board levels. 


Depreciation Accruals 


F® comparative purposes, utility regu- 

latory and management people in the 
United States would probably be interested 
in the Herbert Committee’s criticism of 
the British socialized electric industry’s 
persistent adherence to an original cost 
basis for depreciation accruals. This, the 
committee finds, is simply not realistic in 
the face of postwar inflationary prices. It 
recommends a forthright substitution of a 
replacement basis. 

At present the socialized industry pro- 
vides for depreciation at historical cost, 
though last year it made a special alloca- 
tion to reserve to take some account of the 
rise in the cost of replacing its assets. But 
the Herbert Committee holds that this to- 
tal provision in 1954-55, together with 
the net surplus, would have done little 
more than cover depreciation at replace- 
ment cost; hence this net surplus “cannot 
be regarded as a true surplus at all.” 
Though the bulk supply tariff at which 
the Central Electricity Authority sells 
power wholesale to the area boards is 
“basically sound,” and although the area 
boards are seeking to relate the prices at 
which they retail power to consumers to 
the real costs of supply, insufficient study 
of the improvement of load factor has 
been carried out, and “the industry has 
not done as much hard thinking as it 
should about the economics of electricity 
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I" addition to revamping depreciation 

policies, the Herbert Committee rec- 
ommended that the socialized industry 
should provide itself with a cushion 
against contingencies in the form of a real 
surplus. The report states on this point: 


We should regard it as no more than 
a modest provision against contingen- 
cies if this industry, with its annual rev- 
enue of £400,000,000 and capital liabili- 
ties of over £1,000,000,000, were for 
the time being to aim at earning, after 
providing for depreciation on the basis 
suggested above and interest charges, 
an annual average of, say, 1 per cent on 
the capital employed. If in 1954-55 we 
regard the industry as having already 
provided depreciation at the level we 
are recommending, it follows that it 
would have needed to earn an additional 
£10,000,000 before it could be consid- 
ered in our judgment to have met its 
costs, maintained its capacity intact, and 
secured a modest contribution to re- 
serves. 


Rate Structures 


HE Herbert Committee found no 

need for financing investment for fu- 
ture expansion out of current rates. In- 
deed, it felt that such an involuntary con- 
tribution by customers to plant would be 
inequitable. But it did suggest a variation 
of rate tariffs to reflect economic differ- 
ences in different areas. It saw no econom- 
ic justification for requiring the national- 
ized industry (just because it is national- 
ized) to charge the same for its product 
throughout the country. This argument 
had been made to the committee by cer- 
tain delegations of consumers. The com- 
mittee felt that, with the concentration of 
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power stations and the building of a super 
grid, the time would rapidly approach 
when variation in unit charges would be 
considerably reduced between areas. But 
it felt no responsibility for suggesting any 
uniform rate. It endorsed the principle of 
a demand charge and “‘coal clause,” in ad- 
dition to unit charges which are charac- 
teristic of British rate making. 


The Social Factor 


HE disinterested observer cannot read 

the 125 “main conclusions and recom- 
mendations” in the Herbert Committee 
report without remarking about its em- 
phasis on purely commercial considera- 
tions. It is a report by businessmen on a 
government business with accent on effi- 
ciency. Social objectives, as such, are left 
in the realm of Parliament. 

By way of comparison, about a year ago 
Parliament received the so-called Fleck 
report on coal. The Fleck report seemed 
to look in the opposite direction. It sug- 
gested more efficient centralization of con- 
trols. It is small wonder that The Econ- 
omist (London) dryly observed: 


There were good reasons why 
the Fleck report’s emphasis was in the 
opposite direction, towards stronger 
and more effective direction from the 


center; still, it is fascinating to conjec- 
ture what might have been the conclu- 
sions of a Herbert Committee on coal 
and a Fleck Committee on electricity. 


Dyed-in-the-wool Socialists naturally 
raised an eyebrow over the thought that 
an ideal state enterprise should go to the 
market for capital without a Treasury 
guaranty. The Economist asked editorial- 
ly: “How commercial can you get?” But 
with the main points of the Herbert Com- 
mittee report there would seem to be little 
quarrel, even by the Socialists. 

Our own Interior Department in the 
United States, as well as the Tennessee 
Valley Authority and other federal gov- 
ernment agencies, might well ponder the 
Herbert Committee’s commentary that 
there is an inherent tendency to overcen- 
tralization. It arises from a two-tier struc- 
ture of statutory executive authority. The 
Herbert Committee stresses its belief that 
executive authority should be concen- 
trated on one level where those in charge 
of generation can meet and bargain as 
equals with those responsible for area dis- 
tribution. The supplemental suggestion of 
a separate disinterested board at the top 
to review policies in the light of the full 
knowledge of public interest is attractive. 
But can it be done? 





New Conservatism 


si gato og I feel sure we are becoming, to an extent that 
might surprise us, a nation of conservatives in the sense that 
more and more people have moved into an economic status where 
they have something to conserve. Our average American today, as 
he accustoms himself to his new situation, should become increas- 
ingly distrustful of measures which could upset his fancy new 
apple cart (with its two-tone finish in grape-juice blue and dappled 


gray).” 


—CRAWFoRD H. GREENEWALT, 
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The Utility Forecaster Has No 
Crystal Ball 


Because on his estimates the company builds new plant, 

raises new capital, and asks for rate adjustments. His 

yardsticks are thousands of small facts, patiently col- 

lected, checked, pieced together, and interpreted. And 
he must be right within the smallest margin. 


By JAMES H. COLLINS* 


POOR way to start a friendship 
would be to introduce the master 
mind of a spy system to the de- 

velopment engineer—the “forecaster”— 
of a big utility company. 

“Your work is pretty much alike—you 
ought to know each other.” 

The utility man would be chilled by 
such a comparison of his peaceful pur- 
suits with the destruction of war. The 
master spy would scoff at the notion that 
war information had points with estimat- 
ing the trunk or meters that will be need- 
ed next year in Oakhurst. 


*Professional writer, resident in Hollywood, 
California. 
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Yet they are brothers under the skin, 
both engaged in putting jigsaw puzzles 
together. The puzzles spread over square 
miles, and nations; there are thousands of 
odd-shaped pieces, hard to fit in, which 
do not come in a box, but have to be rum- 
maged out of strange corners. And even 
as they are found, they change. 

Their work in both cases is supposed 
to be dramatic. 


i months of plotting, with a beau- 
tiful blonde, the brief case contain- 
ing all the enemy’s top secrets is stolen 
from a bus. 

And the utility forecaster is imagined 
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putting his finger on the map and saying, 
“Build an exchange here.” 

“Why, that’s all farm land!” protest 
the utility executives. But he insists; the 
exchange is built with foreboding. They 
cut it in, and see that he was right—and 
already it is too small. 

That’s the way it is portrayed in the 
movies, and there are great secrets. But 
there are many more little secrets. 


A BIG secret to steal in the first World 
War would have been the planning 
of tanks, or poison gas. 

A little secret was the way the Germans 
read all the parish newspapers obtainable 
from England, gathering small news 
items. Squire Newcome’s son Clive was 
reported joining the Blankshires, purely 
local news that was not dreamed of as in- 
formation for the enemy. But such items 
put together in a picture puzzle revealed 
important tips on forces in the field. 

The utility forecaster’s work is mostly 
gathering and putting together the same 
kind of small items. There is occasional 
drama, but day by day it is routine—meat 
and potatoes. 

For a general idea of utility forecast- 
ing—what a lot of hard digging, with tiny 
spades, for snippets of news, and check- 
ing the most trivial items for themselves, 
and against each other, to attain quite 
important management knowledge—the 
southern California area of Pacific Tele- 
phone furnishes excellent illustrations. 
This is Los Angeles and nine southern 
counties, a region thought of in connec- 
tion with its war growth of people and 
industry, and with other characteristics 
that affect forecasting. 

It was thought remarkable that this 
region, producing chiefly oranges and 


movies, should have such war growth. Its 
other industries became of major impor-- 
tance, and attracted war workers by the 
tens of thousands. It was thought even 
more remarkable that the war workers 
did not all go back home at war’s end. 

But local statisticians saw nothing re- 
markable in it. They maintained that war 
had just accelerated a little the normal 
growth trends of several decades past. 

“People have always wanted to live 
here,” they insist. And today, state statis- 
tics show that out of every 100 new resi- 
dents coming to California, 64 settle in 
the southern counties, 47 in the Los An- 
geles area. 

Forecasting future phone requirements 
begins with the parish newspapers. There 
are a couple of hundred of them, ranging 
from city dailies to neighborhood week- 
lies, and the telephone company subscribes 
to them all and reads them closely for 
items of news reflecting community 
growth. 

News items range all the way from 
front-page reports of new residential 
building, or industry, to the small notices 
in building permits, real estate transfers, 
and other routine listings. Nothing is con- 
sidered unimportant if it has bearing on 
the growth of a community. 


_ rumors are not neglected in this 
basic news gathering. Telephone peo- 
ple report what seems to them important. 
That has become part of their jobs since 
depression days, when it was job security 
to let management know of pending dis- 
connections and removals that might be 
stopped. It is longer-range job security, 
and promotion, for this is the stuff on 
which the service grows. 
“Keeping busy these days, Bill?” is 
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asked at a poker party, and an architect 
speaks of working on plans for a sizable 
residential project. At the lunch club a 
planning commission man speaks about 
an application for a zone change, or an 
electrical utility man mentions an inquiry 
for industrial power in an outlying sec- 
tion, to which factories are moving. Em- 
ployees report such information to their 
own managers, for what it may be worth. 
It may be worth a good deal when 
checked in the development office, against 
other information. Even though it turns 
out to be unimportant, it is all recorded 
on file cards, and with these the engineers 
work. 

There is many a slip between the cup 
and the laying of a new cable in East 
Oakhurst. 

For example, the eastern border of 
Oakhurst is still in oranges. An engineer 
riding the area for “fill ins,” notes that 
irrigation has stopped in a certain grove, 
the leaves are withering. It may mean 
that the orange grower intends to sell his 
acreage. No real estate transfer has as yet 
been recorded. Or the land is transferred, 
but irrigation continues—the orange 
grower will harvest his last crop. The next 
time an engineer rides through the trees 
are gone, and word comes of a residential 
project, or a factory. 


q 


e 


There is a good deal of “Sergeant Fri- 
day” in forecasting. 

The next step is checking up on all the 
projects on the cards, to appraise their 
worth. This is done through promoters, 
builders, financial and zoning people, with 
whom the forecaster works regularly, 
who are known for carrying through pre- 
vious projects, and who willingly give 
information. 


bce orange grove has been bought 
for subdivision, in which case lots 
may be sold over a period of years, or for 
a housing development that will be built 
and sold over a considerable period. It is 
sound financially, and marketwise—in- 
dustrial workers are coming out from the 
growing center 20 or 30 miles away. 

How fast will houses be built and oc- 
cupied ? 

How many families will want phone 
service? 

On some such basis as 50 to 100 new 
houses within two years, and that many 
more yearly for five years, there is a po- 
tential demand for so many dwellings 
over the whole development period. It 
may add up to 590 units. That will call 
for $500,000 new plant, if all goes well, 
which it hardly ever does. 

The forecaster goes into estimates of 


“FORECASTING future phone requirements begins with the parish 
newspapers. There are a couple of hundred of them, ranging 
from city dailies to neighborhood weeklies, and the telephone 


company subscribes to them all and reads them closely for items 
of news reflecting community growth. News items range all the 
way from front-page reports of new residential building, or 
industry, to the small notices in building permits, real estate 
transfers, and other routine listings. Nothing ts considered 
unimportant if it has bearing on the growth of a community.” 
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how many families will take service. The 
character of the new neighborhood can 
be gauged by the prices asked for lots or 
houses, the incomes of purchasers, the 
stability of their employment, and like 
factors. A ratio of four in five can be ex- 
pected in a white-collar neighborhood, 
and from that on down to three in five 
for lower incomes. Not all families even- 
tually taking phone service will do so im- 
mediately, as there are many expenses in- 
cident to buying or building a home, and 
going without a phone may be one of the 
economies for a year or two. 

With such appraising, the development 
engineers are able to present an estimate 
of so many new phones needed the first 
two years, and that is satisfactory for 
gauging plant. It takes eighteen months 
to provide new plant, so plant engineers 
have a comfortable margin to work in. 


uT what are business conditions going 
to be during the early years of this 
development? Will general prosperity 
continue, with high employment and free 
consumer spending? What is the outlook 
for the particular industries in which 
these prospective home buyers are em- 
ployed, the steadiness of their pay checks? 
These factors can introduce a lag in the 
schedule. Without attempting to draw too 
fine a point on the outlook, or going into 
economic forecasting themselves, the de- 
velopment engineers take the economic 
forecasters’ estimates for the coming 
year—all the yardsticks indicate a contin- 
uance of prosperity. 
So far, so good—all set to go? 
Just a moment! 
When this orange land is graded for 
houses, a drainage hazard will arise. Rain 
will not only flood down onto adjoining 


lands, but the soil, having lost its cover, 
will wash down too. A great deal of Los 
Angeles war building was done in dry 
years, and when the first heavy rains 
came, there were streams of mud flowing 
down into houses and streets. 

‘So the local authorities require the pro- 
moters to safeguard neighboring lands 
against this hazard. The promoters view 
that as a local government problem. 
There is a discussion, there might even be 
a lawsuit, and although the dispute is 
eventually settled, another lag slows down 
the schedule by several months. 


Wwue this question is being settled, 

a new freeway is planned, to run 
tentatively along the edge of the project, 
or even through it. Everybody wants 
freeways—provided they go through 
some other neighborhood. Property own- 
ers protest, hearings are held, and for 
some months it is not certain whether or 
not the freeway will take some of the 
project, and what part. Lot values will be 
upset if streets are blocked off, and traffic 
noise brought into higher income home 
sites. 

Also, a freeway changes the phone 
forecaster’s yardsticks. Several hundred 
houses will be moved or razed. The re- 
tailer’s customers are wafted away over- 
night. True, he may find new patrons 
motoring in from more distant neighbor- 
hoods when the freeway is opened—if he 
lasts that long. Freeways change land 
values, some property being enhanced for 
business purposes, and other properties 
suffering depreciation through traffic 
noise. 

While it was a-building the new ex- 
press route from home to business was 
anticipated as solving all problems. But 


MARCH 1, 1956 





PUBLIC UTILITIES FORTNIGHTLY 











Projected Housing and Utility Customers 


a7 nie note every house going up, estimate completion dates, 

and enter the information on file cards. It 1s important tn itself, and 

for checking against .other development information. Utility forecasting 

of this kind is right within very small margins. It has to be. For upon the 

forecaster’s estimates his company builds new plant, raises fresh capital, 

and applies for rate adjustments made necessary by growth and rising ex- 
penses. It is a major activity in a regulated business.” 





it is also found to be the best route for 
motor trucks, which roar through in the 
stilly night, and set up a clamor for more 
freeways to take them elsewhere. 

So the forecaster finds himself figuring 
on several hundred new homes in the 
housing project, to be built over several 
years, while the freeway will take away 
several hundred phone customers before 
it is started. After it is opened, other cus- 
tomers will probably move to get away 
from noise. Where will they settle, in one 
neighborhood, or scattered around ? What 
is the new phone plant picture going to 
look like then, here and elsewhere? 

Gladly, the development engineers turn 
that problem over to plant engineers. 
“Here, this is your baby—figure out how 


MARCH 1, 1956 





many pairs, trunks, and conduits you are 
going to need, if any!” 


owe growth” is the firmly affixed 

label applied to population in- 
creases in the southern California region. 
Actually, the postwar growth has been 
greater, and has been the greatest ever 
known the past five years. 

But in utility forecasting, no general 
formula applies to the whole region, be- 
cause people have settled according to em- 
ployment and other conditions. The San 
Fernando valley became widely known 
for war growth, was even acclaimed in a 
song. From 1930 to war’s end it gained 
some 150,000 new residents. But since 
then it has gained more, approaching a 
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quarter-million; the present population 
exceeds 650,000, up from less than 80,- 
000 in 1930, when the San Fernando val- 
ley was agricultural. Nearly every recent- 
ly built home has an orange, apricot, or 
walnut tree in the dooryard. 

Other agricultural areas have gained 
in proportion, some of them as residen- 
tial neighborhoods for new people, and 
some upon new industries, or factories 
moving out from the congested center. 
Here and there, neighborhoods are begin- 
ning to show population decreases. Down- 
town Los Angeles is a small place, with 
few residents, but is losing some of them. 
Telephones are being lost in one old resi- 
dential district where many families were 
crowded during the war housing short- 
age, as these families now move elsewhere. 


W HETHER the universe is expanding 


or not, Los Angeles is, and keeping 
track of it by neighborhoods, industries, 
financial backing, the responsibility of 
promoters and like yardsticks is a large 
part of utility forecasting. It sometimes 
leads to arguments between utility people. 

“Are you fellows keeping track of that 
big housing project out in Oakhurst?” 
the development engineers are asked by 
confreres. “It’s well backed. Those peo- 
ple have always carried their develop- 
ments through on time. New houses are 
certainly needed out there. Are we going 
to find ourselves several thousand pairs 
short some fine morning?” 

“That’s correct, and we’re watching,” 
is agreed. “But it won’t be ripe for new 
plant in the near future.” 

“And why not?” 

“No sewer capacity,” is the answer. 

Or it will be schools, or other municipal 
facilities, that not only take time to con- 


struct, but introduce a different set of 
yardsticks into forecasting. The new 
housing projects may be never so sound, 
the neighborhood never so attractive to 
new industries, all set to go through on 
schedule, but they will have to wait where 
these city facilities have become overbur- 
dened. Bond issues must be voted. Bonds 
require popular support. Rising popula- 
tion has imposed a serious burden on 
southern California taxpayers, and bond 
issues are being more closely scrutinized. 
In recent elections the tendency has been 
to support schools, sewers, and basic fa- 
cilities, but to defeat bonds for recrea- 
tional facilities. 


oe the development engineers 

are advised to see a psychiatrist when 
a community too far out catches the ex- 
citement of farms-into-factories, prevail- 
ing in the new industrial towns nearer the 
city. 

Picture a small enterprise started after 
the first World War, by a young man 
coming out of the armed forces, in an 
empty store with two or three employees. 
It is successful and grows, and by Pearl 
Harbor is crowded into miscellaneous 
buildings over two or three blocks, a 
couple of miles from the City Hall. He 
becomes a plane parts producer, and by 
war’s end has spread over several more 
blocks, is crowded for shipping facilities, 
parking space for employees, and em- 
ployee housing. Real estate in that neigh- 
borhood has become too expensive for 
expansion. 

When this concern picks up lock, stock, 
and barrel, and builds a modern factory 
in an orange-growing center, 15 miles 
out, with complete housing facilities for 
employees who want to move, and hires 
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local people at factory wages, another 
agricultural town twice as far out catches 
the excitement. 

It may take the form of a housing pro- 
motion, launched to accommodate the 
workers that will be needed by industry 
that is to be attracted. Promotional opti- 
mism prevails, and may infect utility fel- 
lows who do not know how the other 
town “went industrial.” 


|. psenggpiaaia engineers are calm. 

They know that, far from attract- 
ing its industry, the other town was op- 
posed to it, afraid that its staid character 
would be destroyed by undesirable factory 
hands. It was the factory management 
that selected that town, after careful 
studies of industrial requirements; it had 
adequate municipal facilities, reasonable 
land values, a surplus of young people for 
employment. 

The young people favored the factory. 
Oldsters were against it. Management 
took time to show the latter that their 
fears were ungrounded. They were enter- 
tained at the factory in the city, saw the 
nature of processes, got acquainted with 
employees. By the time the factory was 
moved, opposition had disappeared. 

This preparation is not understood in 
the town further out. It lacks the require- 
ments for industry. The time is not ripe. 
Some day industry may reach that far, 
but planning utility services now would 
be a waste of capital badly needed in 
other areas. 

It is confidently predicted that Cali- 
fornia will have nearly twice as many 
people, nearly 20,000,000, and ultimately 
be the most heavily populated state in the 
union in two more decades, or less, and 
this on statistical growth, not “boost.” 
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Meron is told of an early forecaster 

who nearly lost his job with the tele- 
phone company when he advised locating 
a new exchange out in the fields along 
what was to be the Wilshire “Miracle 
mile.” 

At that time practically none of the 
present yardsticks used by forecasters 
were known, or would apply to the town. 
It had rival phone companies, with care- 
fully guarded secrets. While Los Angeles 
was growing by actual leaps and bounds, 
lots being sold miles from the center, con- 
servative citizens regarded it as real es- 
tate speculation, and felt that some day 
the stick must come down. 

But the westernmost exchange of the 
Bell company was getting cramped, and 
a young engineer was handed the job of 
selecting a site for a new one. He had been 
born in the town, and seen it grow, and 
felt that there must be something sound 
about it, though he had no explanation. 

On such figuring as was possible by 
past phone growth, he advised making a 
big leap out into the fields, to La Brea and 
Wilshire. A few blocks from there, Los 
Angeles museum excavators were digging 
up the bones of mastadons, saber-toothed 
tigers, and giant ground sloths. His re- 
port seemed fantastic. He had few facts 
to support it. But the company bought 
lots and built the exchange. Had acreage 
been purchased instead, and the exchange 
built far larger, it would have come near- 
er meeting the demands of the near future. 


5 pie element of fantasy looms large in 
southern California utility forecast- 
ing today. The saying that Los Angeles 
is a collection of suburbs in search of a 
city is more than a wisecrack. Along with 
a basic rate of growth that has persisted 
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for two generations, there is a shiftiness 
that seems to be peculiar to the region. 
People move in, move out, come back, go 
away again. Eventually one in ten stays. 
Statisticians say that one new arrival out 
of every seven who comes to live, goes 
back, but the one in seven adds up to con- 
tinuous growth. It is a boom area with a 
safety valve, for when prosperity lets 
down, thousands of phones and meters 
come out, as people move away—and still 
the rate of growth persists. 

Confidence in this rate of growth leads 
to predictions that Los Angeles will 
shortly pass Philadelphia in population, 
and the Los Angeles metropolitan area 
pass Chicago by 1960, and that California 
will pass New York by 1965. There is 
now a credit rating for that. Dun & Brad- 
street recently published computations in- 
dicating that California may have nearly 
20,000,000 people by that date, compared 
with an expected 18,000,000 for New 
York. 


MM detailed population calculations? 
of direct interest to utility forecast- 
ers are these: 

Population increase is expected to 
slacken a little from now on, with more 
than half the people in the southern half 
of the state. 

Natural increase by births over deaths 
will be a larger percentage than immigra- 
tion, accounting for more than half. Un- 
til very lately, the newcomers have con- 
tributed most to growth. 

Los Angeles county will grow less rap- 
idly than the southern counties as a whole. 
The spread into suburbs and country 


1 Research department, Security-First National 
Bank, Los Angeles. 


towns will continue. Unincorporated 
areas, particularly around cities, will 
grow faster than incorporated. 

Inland deserts, now very thinly popu- 
lated, will show faster percentages of 
growth than coastal areas, but dependent 
on the availability of water, and subject 
to changes with general business condi- 
tions. Rich farm land will continue to be 
taken for community purposes, making 
the region less an “exporter” of food, and 
more an “importer.” 

By 1975, there will be an almost un- 
broken urban community built up from 
Santa Barbara to the Mexican border. 


_ all the multiple housing projects 
have been checked and dated, the 
utility forecaster must still send engineers 
out to ride the streets and report on 
“fill ins.” 

These are the hundreds of single houses 
going up for families that will live in 
them. The work is done by small con- 
tractors, and often the owners themselves. 
No central agency reports on such con- 
struction. But while larger housing proj- 
ects are marking time, they will add up to 
more utility customers. Engineers note 
every house going up, estimate completion 
dates, and enter the information on file 
cards. It is important in itself, and for 
checking against other development in- 
formation. 

Utility forecasting of this kind is right 
within very small margins. It has to be. 

For upon the forecaster’s estimates his 
company builds new plant, raises fresh 
capital, and applies for rate adjustments 
made necessary by growth and rising ex- 
penses. It is a major activitiy in a regu- 
lated business. 
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Political Interests of the 
Utility Stockholder 


When political attacks on utilities take place, who is 

able to look out for the important stake of the utility 

investor? One answer would seem to be the utility 

investor himself—but only to the extent that he is united 

with other investors in some manner independent of 
utility management as such. 


By WILLIAM JACKMAN* 


N what areas other than the produc- 

tion and sale of electricity and main- 

tenance of good community relations 
should electric utility managements engage 
in protecting the interests of their share- 
holders? Should they openly espouse or 
oppose political issues which affect the 
interests of their stockholders as inves- 
tors? Should they fight the menace of 
further extension of government in pub- 
lic power even when the menace is outside 
of their service area? Should they openly 


*President, Investors League, Inc. New York, 
New York. For additional personal note, see “Pages 
with the Editors.” 
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campaign against the political roadblocks 
to thrift and investment which are em- 
bodied in our tax structure, such as the 
double tax on dividends, the capital gains 
tax, the progressive income tax? Should 
they fight for a balanced budget and cur- 
tailment of government spending? These 
issues are all political and at times be- 
come quite controversial. 

Most corporate executives, particularly 
in the utility field, would like to champion 
vigorously every issue benefiting inves- 
tors, but too often find it politically inad- 
visable to do so. If the government in 
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power is cool or hostile to the investor’s 
interest, management still has to deal 
with government on many other matters. 
Then, too, customers as well as their 
stockholders are of a great variety of po- 
litical faiths. To defend or oppose openly 
issues which may have become highly 
controversial might invite trouble from 
any one of these sources. The tendency 
to do nothing is therefore understandable. 
But this does not help the stockholder- 
owner to get and keep his share of the pie 
in the form of dividends left after paying 
corporate and individual income taxes. 


How Management Can Help 


— that in the long run a na- 

tional voluntary membership associa- 
tion of investors could best tackle the 
political problems affecting their common 
interests as such, the Investors League 
was formed in 1942 as a nonprofit, non- 
partisan organization to operate for this 
purpose. It now has thousands of mem- 
bers who reside in every state in the 
Union. It has a proven record of effective- 
ness in defending the investor’s interest 
in important issues of the day. It is very 
definitely not its purpose or function ever 
to take sides in stockholder versus man- 
agement issues. 

If managements would inform their 
shareholders that such an organization 
for their political protection already ex- 
ists, each shareholder could thereupon 
make up his mind as to whether or not he 
should join. Management would thereby 
shift the controversial political decisions 
to each shareholder as an individual, 
where they properly belong. Certainly 
millions of electric power and light com- 
pany stockholders would have much to 


gain from such an arrangement, and 
management’s burden would be consider- 
ably eased. 

No industry is affected so deeply and 
so constantly by the condition of the in- 
vestment climate as is the electric utility 
industry. No industry requires such a 
constant flow of new capital investment 
for plant expansion to supply the needs 
of our ever-increasing population. And 
no industry has so many widely scattered 
owners—Republicans and Democrats, in- 
dustrial workers and farmers, widows 
and pensioners—people in every walk of 
life with large or small means. Most of 
these people buy and own utility stocks 
because of their reasonable and steady 
dividend returns. And most of these peo- 
ple vote. Also millions of insurance pol- 
icyholders have an indirect interest. 

The investor in electric public utility 
companies as such is not getting as good 
a deal from his government in two im- 
portant areas as are investors in most 
other industries. 


The Public Power Issue 


Oo" of the grave difficulties is the rise 

and growth of the government pow- 
er monopoly which attempts constantly 
to spread its roots into new fields, in open 
defiance of the executive branch of the 
government’s efforts to halt such trends. 
Tennessee Valley, Hell’s Canyon, Niaga- 
ra, and Trinity river are but a few exam- 
ples. This snatch away of the “‘people’s” 
power resources by the government power 
trust especially hurts utility investors. It 
imposes an unfair increased tax burden 
for the benefit of those favored few in the 
tax-free public power areas. It results in 
loss of industry from the service areas 
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Antiutility Invective 


en utility companies for many 

years have been the natural targets 
of the political demagogues who are con- 
stantly protecting the ‘people’s’ interests 
from ‘Wall Street, the greedy “power 
trust, and the ‘giveaway’ of the people’s 
resources. If the stockholders of these 
companies would only make their collec- 
tive voices heard in the councils of gov- 
ernment at the proper times, they could 
do much toward stopping all this politi- 
cally inspired invective.” 











of the tax-paying investor-owned com- Unlike our nonpublic service industries, 
panies to these politically favored regions electric utility companies are strictly regu- 
and further loss of taxes which these in- lated by the state and federal government 
vestors must help replace. as to rates charged, accounting practices, 
Public utility companies for many debt and stock ratios, and values at which 
years have been the natural targets of the their properties must be stated on their 

political demagogues who are constantly books. 
protecting the “people’s” interests from In general, these regulatory bodies 
“Wall Street,” the greedy “power trust,” insist that such property values must be 
and the “giveaway” of the people’s re- carried at original cost less depreciation 
sources. If the stockholders of these com- calculated on a straight-line basis over the 
panies would only make their collective expected useful life of the property. The 
voices heard in the councils of govern- result has been to force these companies 
ment at the proper times, they could do to understate the true values of their 
much toward stopping all this politically property. Furthermore, the ownership of 
inspired invective. The Investor’s League the depreciation reserve is grossly inade- 
was organized to function along these quate in many states. The understate- 
ment of stockholders’ equities is clearly 
: not in the stockholders’ ownership inter- 

Unfair Taxation est. 

HE other unfair deal lies in the area This is plainly evidenced by the fact 
of individual federal income taxation. that while the construction cost index of 


lines. 
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the United States rose by 130 per cent 
between 1938 and 1954, the net allowed 
book value of all privately owned electric 
utilities increased by only 18 per cent in 
the ratio of net plant investment to each 
dollar of equity capital and surplus, the 
only realistic way to measure the compa- 
rable fortune of the share owner. Their 
net working capital actually decreased by 
30 per cent. 


(y= a long period of inflation, the de- 

preciation (renewal and_replace- 
ment) reserves, as allowed by govern- 
ment bodies, proved altogether inadequate 
to provide for the highly increased actual 
replacement costs. The companies there- 
fore were forced to withhold from their 
stockholders a substantial part of earn- 
ings otherwise due them on which cor- 
porate income taxes of 50 per cent or 
more had already been paid. Instead of 


accumulating earned income for the fu- 
ture benefit of their stockholders, these 
withheld “earnings,” at least to the total 
amount that allowable depreciation had 
been inadequate, constituted confiscation 
of the investor’s capital to the extent that 


%””? 


his withheld “earnings,” which were not 
earnings at all, were already taxed 50 per 
cent or more via the corporate income tax 
route. The stockholder then had to pay a 
personal income tax of 20 per cent to 90 
per cent on the amount he received in divi- 
dends. 

If he purchased his stock several years 
ago and now elects to sell for more than 
he paid, he would have to pay an addi- 
tional income tax on his so-called “in- 
crease from capital gains” which is not a 
net true gain at all but basically a partial 
reflection of the inflation deliberately 
planned by his own government. While 


Moody’s public utility stock index in- 
creased only 83 per cent between 1938 
and 1954, reproduction costs of these 
utility properties have advanced 130 per 
cent in the same period. 

The impact of this tax has had a serious 
effect on the nation’s supply of venture 
capital, a collateral disadvantage to the 
utility companies which often build their 
loads from new business financed from 
venture capital. It has frozen billions of 
dollars in stocks of large industrial cor- 
porations, a large portion of which, at 
present high market levels, might other- 
wise be sold and flow into public utility 
stocks which have not enjoyed such a 
large rise in recent years. This would not 
be bearish for the stock market. The pro- 
ceeds from stocks sold for the most part 
would be promptly reinvested in other 
stocks. 


HERE is now a bill before Congress, 

in committee, known as the “Boggs 
Bill,” HR 2815, which, among other 
things, provides for a 50 per cent reduc- 
tion in the tax on capital gains and a re- 
duction in the “holding period” from six 
months to three months and an increase 
in the dividend credit. Any person who is 
cognizant of the economic stability of the 
past year must recognize that the last tax 
bill, even though it contained only meager 
relief from double taxation of dividends, 
at least recognized the inequity of such a 
tax procedure and as a consequence has 
given impetus to the market, the investor 
and management confidence. 

In this election year much will be heard 
pro and con about reduction in the indi- 
vidual income tax. Revenue needs rather 
than justice will determine the final re- 
sults. It is this writer’s opinion, however, 
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that the capital gains tax reduction offered 
in the Boggs Bill can be enacted into law 
during this session of Congress, provided 
that investors throughout the nation will 
only make their collective voices heard in 
Congress at the proper time. 

It is practically the unanimous opinion 
of those best qualified to judge, such as 
those investment counselors and bank 
trustees who manage investments for oth- 
ers, that a 50 per cent cut in this tax at 
the present time not only will result in no 
loss of revenue to the government, but 
will actually result in a substantial gain, 


again a collateral advantage to the utilities, 
for such added federal revenues will bring 
nearer a reduction in the regular corpo- 
rate income tax rate and further relief 
from double taxation of dividends. 


HE Investors League welcomes every 

investor to join in its efforts this year 
to obtain from Congress a reduction in 
the tax on capital gains, retention of the 
meager relief from double taxation of 
dividends already gained, and to secure 
additional long-overdue tax relief as na- 
tional budgetary considerations permit. 





The Tax Hoax 


a workingman (and most of us can be classed in that 
category) needs to do more thinking about taxes. He needs 
to do more worrying about what is going to happen to him if 
government units on national, state, and local levels continue to 
substitute taxation, the easiest way out, for intelligent planning. 

“During and following the World War II period, federal in- 
come tax rates skyrocketed to the highest point in history. There 
was little protest from the workingman. State and local governing 
bodies, sensing the ease with which the tax was being extracted, 
followed through with check-deduction schemes of their own. When 
only token political resistance from the so-called ‘little fellow’ de- 
veloped, the idea got to be more and more attractive, with the ma- 
licious consequence that some pay checks today bear the assault of 
three or four direct tax deductions. 

“Government planners, of course, have attempted to make tax- 
ation as painless—and surreptitious—as possible. They prefer to 
have the workingman’s company or corporation do their job for 
them. That way, there is the deceptive appearance that the company 
or corporation, rather than the guilty governing body, is getting 
the revenue deducted. There is the suggestion, too, that the em- 
ployer is paying less.” 

—Excerpt from “The Peoples’ Voice,” 
published by The Peoples Natural 
Gas Company and New York State 

Natural Gas Corporation. 
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Washington and 


the Utilities 


After the Gas Battle 


EPERCUSSIONS in the wake of the presi- 
dential veto of the Harris-Fulbright 
Bill are likely to be profound. On the basis 
of only preliminary and superficial analy- 
sis, it was obvious that it would have politi- 
cal as well as regulatory effects of more 
than transitory importance. In both areas, 
there were disquieting possibilities for the 
future. 

In retrospect, it appeared that Senate 
proponents of the legislation, led by Sen- 
ate Majority Leader Johnson of Texas, 
did great disservice to their cause by forc- 
ing a vote before the investigation of the 
improper influence charges, brought up by 
Senator Case (Republican, South Da- 
kota), could even be authorized. This left 
the President in a difficult spot. As he took 
pains to point out in his statement reject- 
ing the bill, far more than the assurance 
of an adequate supply of gas—or of fair 
prices to the consumer—had come to be 
at stake. He indicated the nature of the 
problem he had faced by stating that his 
decision (which likely would have been 
favorable otherwise) could not have been 
made solely on the merits of the legisla- 
tion when investigations of events preced- 























ing the vote were still incomplete. The 
President said he had taken into account 
“evidence” of activities “in defiance of ac- 
ceptable standards of propriety.” 

The resulting veto has left Congress to 
stew in its own juice. Proponents, as well 
as others, have been quick to note that Con- 
gress is too evenly split on the issues raised 
by the legislation, either to override the 
veto, or to draft new proposals consistent 
with the President’s request, for passage 
before the end of the current session. 
Neither the House (209-203) nor the Sen- 
ate (53-38) have any prospects of a two- 
thirds majority for the bill. Observers 
have agreed that further legislative con- 
sideration of the issue will have to wait 
at least until after the coming elections. 


Ox the other hand, further congres- 
sional investigation of the events 
leading up to the vote in the Senate has 
been virtually assured. It appeared unlike- 
ly that the special committee appointed by 
the Senate to investigate the charges of 
improper influence brought up by Senator 
Case would be apt to change its mind and 
broaden and extend its own inquiry. That 
role, however, could easily be shifted 
to the Senate Elections Subcommittee, 
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now headed by Senator Gore (Democrat, 
Tennessee), an opponent of the bill. If it 
received funds with which to go ahead, it 
was likely to go much more deeply into the 
special field of campaign contributions, 
with the main, if not exclusive, emphasis 
on those from oil and gas industry sources. 

There was some feeling that other duly, 
or specially, constituted congressional 
groups might be interested in making the 
more detailed examination and economic 
analysis of the various segments of the gas 
industry that has sometimes been called 
for. If this happened, distributing compa- 
nies, as well as producers, would probably 
come up for their full share of congres- 
sional scrutiny and attention. The Wash- 
ington Gas Light Company, for example, 
may still be called in to testify on legisla- 
tion, pending in the Senate’s District of 
Columbia Committee, under which it 
would be required to show, in its monthly 
customer billing, a breakdown of the costs 
included in rates for service to the ultimate 
consumer. 


the regulatory field, the action of the 
President has left the Federal Power 
Commission exactly as it had unhappily 
found itself after the decision of the U. S. 
Supreme Court in the Phillips Petroleum 
Case. But since the veto has denied it even 
a last hope for reprieve from Congress, 
the commission now has no choice but to 
exercise fully its continuing jurisdiction 
over the producer. To do so, it must soon 
decide what basis, cost or other, it will use 
to fix producer rates. The feeling has been 
in recent months that the commission has 
been groping toward a modified cost stand- 
ard. But if the commission again takes 
up its former plans to appeal the decision 
of the U. S. court of appeals for the Dis- 
trict of Columbia in the Panhandle East- 
ern Pipe Line Company Case, it is possible 
that the U. S. Supreme Court itself may 
decide whether the FPC can fix production 
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rates for gas on any other than a cost basis. 
This would greatly ease the burden on the 
commission in arriving at a rate-fixing 
standard on which to operate. It would 
also clear up what has now come to be per- 
haps the biggest remaining question raised 
by the Phillips decision. 


HE text of President Eisenhower’s 
veto message read as follows: 


I am unable to approve HR 6645 
“to amend the Natural Gas Act as 
amended.” This I regret because I am 
in accord with its basic objectives. 

Since the passage of this bill, a body 
of evidence has accumulated indicating 
that private persons, apparently repre- 
senting only a very small segment of a 
great and vital industry, have been seek- 
ing to further their own interests by 
highly questionable activities. These in- 
clude efforts that I deem to be so arro- 
gant and so much in defiance of accept- 
able standards of propriety as to risk 
creating doubt among the American 
people concerning the integrity of gov- 
ernmental processes. 

Legally constituted agencies of gov- 
ernment are now engaged in investigat- 
ing this situation. These investigations 
cannot be concluded before the expira- 
tion of the 10-day period within which 
the President must act upon the legisla- 
tion under the Constitution. 

I believe I would not be discharging 
my own duty were I to approve this 
legislation before the activities in ques- 
tion have been fully investigated by the 
Congress and the Department of Jus- 
tice. To do so under such conditions 
could well create long-term apprehen- 
sion in the minds of the American peo- 
ple. It would be a disservice both to the 
people and to their Congress. Accord- 
ingly, I return HR 6645 without my 
approval. 
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At the same time, I must make quite 
clear that legislation conforming to the 
basic objectives of HR 6645 is needed. 
It is needed because the type of regula- 
tion of producers of natural gas which 
is required under present law will dis- 
courage individual initiative and incen- 
tive to explore for and develop new 
sources of supply. 

In the long run this will limit supplies 
of gas which is contrary not only to the 
national interest but especially to the in- 
terest of consumers. 

I feel that any new legislation, in ad- 
dition to furthering the long-term in- 
terest of consumers in plentiful supplies 
of gas, should include specific language 
protecting consumers in their right to 
fair prices. 

¥ 


Hell’s Canyon Agitation 
N™ that the gas legislation has cleared 


Congress, the next major flare-up 
on Capitol Hill involving a public utility 
industry could be the controversial Hell’s 
Canyon Bill. So far proponents of this 
bill, sponsored by twenty Democratic 
Senators and Senator Langer (Republi- 
can, South Dakota) to authorize a federal 
high dam on the Snake river, have not 
been able to move it out of committee. 

But it is understood that in the Senate 
Public Works Committee the restraining 
influence as of the end of January was the 
narrow margin of one vote. Whether this 
could be changed as a result of all the 
backing and filling of political trading go- 
ing on behind the scenes—always very ac- 
tive in an election year — remains to be 
seen. 

On the House side so far, no likelihood 
of reporting out a companion measure 
was in prospect at an early date. In fact, 
there was little real expectation that the 
Democratic leadership would make too 


much of a fight for such legislation in the 
face of a probable White House veto. 
Most of those in favor of the bill seem 
to be using it mainly for political propa- 
ganda in an attempt to build up the so- 
called public power issue for campaign 
purposes. 

Meanwhile, the bulldozers are rolling 
on the Snake river and construction is go- 
ing ahead, lessening with each passing day 
the likelihood of any effective measures to 
supplant the license issued by the Federal 
Power Commission for private company 
development. Just the same, the legal ma- 
neuvering by ten public power groups 
seeking to block Idaho Power Company 
construction of two dams in the Hell’s 
Canyon continued unabated. 

The National Hells Canyon Associa- 
tion, various public utility districts of the 
state of Washington, and the others have 
asked the U. S. circuit court of appeals for 
the District of Columbia to set aside an 
FPC order approving revised construc- 
tion designs. The petition requested that 
the court consolidate the FPC construc- 
tion license (which these groups have al- 
ready appealed) with the planning order 
and decide the case as a whole. 


N another action, also designed to hinder 

construction of the two dams, which is 
now in full progress, ten northwestern 
Congressmen and the American Public 
Power Association last month asked the 
Office of Defense Mobilization to refuse 
rapid tax amortization certificates to 
Idaho Power covering construction of 
both Brownlee and Oxbow dams. It is 
generally believed, however, that the law 
gives ODM the discretion to determine 
what is and what is not a defense plant 
entitled to accelerated tax depreciation. 
The complaining public power groups, 
however, contend that ODM must show 
the application of a reasonable criterion of 
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justification for such tax certification. The 
latter asked for public hearings and con- 
tend that the construction is not a defense 
plant. ODM has never before decided 
such a question on the basis of public 
hearings. 

Additional opposition has come on the 
state level, in charges made by the Na- 
tional Hells Canyon Association that the 
private company is violating Oregon laws 
by beginning construction before a state 
license is received. Although Idaho Power 
has asked for the state license, it contends 
that the license from the state commission 
is a mere formality, claiming that the state 
has no authority to block construction. 


e 
Red Union Spoils Bid 


_ bid by an Italian company was re- 
jected by the Interior Department 
on an ideological basis—a precedent. The 
Interior Department entertained bids by 


both domestic and foreign manufacturers 
covering hydroelectric machinery for the 
Yakima-Roza (Washington) power plant 
and for the Deer Creek plant of the Provo 
river project (Utah). On advice from the 
State Department that the labor force of 
the lowest bidder was Communist-domi- 
nated, it was decided that the bid of 
Stabilimenti Elettro- Meccanici Riuniti 
would not be considered. All other bid- 
ders offered equipment manufactured in 
the United States. 

There was no indication of any effort 
by either management or the workers to 
get rid of the Red power bosses—accord- 
ing to the best information of the U. S. 
State Department. Interior Secretary Mc- 
Kay noted that rejection of the Italian bid 
was in line with President Eisenhower’s 
executive order of December, 1954, af- 
fecting provisions of the Buy American 
Act of 1933. The executive order con- 
tains a built-in escape clause which gives 
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executive agencies discretionary authority 
to reject bids for reasons of national in- 
terest not otherwise specified. This is be- 
lieved to cover a bidder tainted with Com- 
munist management or employees. As a 
result, two American manufacturers, Pel- 
ton Water Wheel Company (San Fran- 
cisco) and Elliott Company (Jeannette, 
Pennsylvania), will build the machinery 
needed for the two Reclamation Bureau 


plants. 
5 


New England Atom Plant 


= Atomic Energy Commission ap- 
proved as a basis for negotiations a 
proposal by 12 New England utilities to 
build a 134,000-kilowatt nuclear power 
plant near Rowe, Massachusetts. The ac- 
tion brings to three the number of full- 
scale atomic power plants which may be 
built under the AEC’s power demonstra- 
tion reactor program. The three proposals 
would cost a total of $102,700,000 and 
would generate 309,000 kilowatts of 
power. 

No contracts have yet been signed for 
any of the proposals, however. The pro- 
posed plants would be built and operated 
largely with private funds with some help 
from the government. The AEC esti- 
mates that the private share of the costs 
would run 80 to 90 per cent. In addition 
to these proposals, the AEC is consider- 
ing license applications from two other 
groups to build big atomic power plants 
financed entirely by private means, They 
would cost a total of $100,000,000 and 
generate 320,000 kilowatts of power. 

The proposal accepted last month as a 
basis for contract negotiations was sub- 
mitted by 12 utilities which banded to- 
gether in a group called the Yankee 
Atomic Electric Company. The AEC pre- 
viously had rejected an earlier Yankee 
Atomic proposal. 
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Senate Airs TV Problems 


Ro Chairman McConnaughey says the 
Federal Communications Commission 
is trying to do something for small com- 
munities that have been geographically 
isolated from television. McConnaughey 
told the Senate Interstate Commerce 
Committee that the commission expects to 
announce, on March 5th, regulations for 
construction of “translator” stations, 
which will pick up a signal from a parent 
station and rebroadcast it. He said the 
translators cost about $1,000. Installation 
can start right away if the new regulations 
go through as the commission proposes. 
Interested parties have ten days to com- 
ment on them. 

Committee Chairman Magnuson (Dem- 
ocrat, Washington) noted that it is a seri- 
ous problem to bring TV to the mountain- 
ous areas in his state and in Utah and 
Oregon. But he added that “something 
can be done for them.” McConnaughey 
said the “temptations” of TV are so great 
that some so-called “booster” stations are 
now operating illegally, especially in 
Washington. A booster station rebroad- 
casts the signal on the same frequency and 
constitutes serious interference with ex- 
isting stations, he explained. A translator 
station changes the frequency. 

The committee hearings are particular- 


ly concerned with the problem of ultra- 
high frequency television. Many stations 
authorized on these frequencies have gone 
out of business. McConnaughey pointed 
out that only a small proportion of the TV 
receivers now being manufactured are 
equipped to receive UHF as well as the 
more common very high-frequency broad- 
casts. It was observed that competition is 
at the root of the difficulty. One producer 
may start to get out a UHF-VHF receiv- 
ing set, he said, but if his competitor in- 
sists on selling the cheaper VHF model, 
the higher-priced set is forced off the mar- 
ket if no UHF stations are broadcasting 
in the area. Magnuson urged the commis- 
sion to “burn a little midnight oil” on the 
problem and come up with some recom- 
mendations. 


pr nanin to another subject, Senators 
Monroney (Democrat, Oklahoma) 
and Pastore (Democrat, Rhode Island) 
suggested the possibility of “greater com- 
petition and less monopoly” in local TV 
broadcasting by lowering the power of 
present stations so that others can be 
squeezed in. They elicited from McCon- 
naughey the information that a 15-minute 
broadcast costs from $600 to $900 on a 
local station. Pastore said no politician 
running for local office can afford to go 
on TV at such cost. The committee was 
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scheduled to take up political broadcast 
time at its meeting on February 20th. 

Chairman Magnuson of the Senate 
committee also revealed at his committee 
hearings that he is trying to get something 
done about what he calls the “gimmicks” 
in radio advertising. The Washington 
Democrat said “If you listen to radio long 
enough you are convinced you can get 
everything free.” But he said there is no 
connection with what you hear on the air 
and the reception you get “when you go 
down to see the advertiser.” ‘There is al- 
ways a gimmick,” he said. Magnuson 
gave his views at a meeting of his com- 
mittee on the problems of television. The 
witness, FCC Chairman McConnaughey, 
brought out that the content of advertis- 
ing is outside the FCC’s province. 

Magnuson said he had asked the Fed- 
eral Trade Commission what it is doing, 
or can do, to protect the public from 
phony advertising on the air waves. The 
FTC is expected to produce this comment 
at the committee’s next meeting, he said. 
There seemed to be general agreement on 
the committee that whatever the content 
of the advertisements, there are plenty of 
them. Senator Monroney said when he 
drives through his state listening to his 
car radio he does well to get “three min- 
utes of entertainment out of fifteen min- 
utes of advertising.” 


¥ 


California Turns over Radio 


Network toWU 


HE state of California has thrown its 

statewide news network business to 
Western Union. It will be conducted on a 
private wire basis for the dissemination of 
agricultural reports throughout the state 
for the Federal-State Market News Serv- 
ice. It will replace the state-owned radio- 
telegraph system, which has been in use 
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since 1928 and which has caused contro- 
versy before the FCC because of the use 
of two-way radio facilities as a substitute 
for conventional land wire communica- 
tions made available by common carriers. 
Under the state’s contract with Western 
Union, the telegraph company will adopt 
teleprinter circuits, connecting the large 
cities of the state, for operation by April 
Ist. 

To replace the state-owned radiotele- 
graph system, the telegraph company will 
establish two 75-word-per-minute tele- 
printer circuits, each connecting Sacra- 
mento, San Francisco, South San Fran- 
cisco, Salinas, Santa Maria, Stockton 
(with two stations), Fresno, Bakersfield, 
Los Angeles, and Lodi. 

One circuit will be used primarily to 
disseminate agricultural market informa- 
tion to all stations in California. This in- 
formation will include intrastate data orig- 
inating in market news offices throughout 
the nation, as well as data originating in 
specified California market news offices. 

The second circuit will be used prima- 
rily for collecting agricultural and market- 
ing data originating in all stations of the 
California network. This California in- 
formation will be transmitted to San Fran- 
cisco where the arriving tape will be used 
for relay to all out-of-state offices via the 
United States Department of Agriculture 
circuits terminating in San Francisco. 
This circuit will also be used to transmit 
and relay information during peak traffic 
periods, thus providing the necessary ef- 
fective dispersal of data during the actual 
hours of trading. 

> 


More New York DLD Dialing 


ee dialing of their own 
long-distance calls by users of about 
350,000 telephones served by 53 central 
offices in downstate New York began on 
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February Ist, as announced by the New 
York Telephone Company. 

With three extra turns of the dial these 
users will be able to ring any one of 8,- 
000,000 telephones in 14 major cities: 
Akron, Boston, Chicago, Cincinnati, 
Cleveland, Denver, Detroit, Kansas City, 
Milwaukee, Oakland, Portland, Sacra- 
mento, St. Louis, and San Francisco. 
These are in addition to the 9,000,000 
telephones already in the dialing range of 
these customers. 

“The distance they can dial their calls 
will jump from about 200 miles to almost 
3,000 miles overnight. This dramatic ex- 
pansion of direct distance dialing range 
affects individual and two-party line cus- 
tomers served from 53 central offices in 
Brooklyn, Long Island, Staten Island, 
Westchester, and Putnam counties, and 
Greenwich and Byram, Connecticut,” a 
telephone company spokesman said. 

“Nation-wide dialing is almost as sim- 
ple as dialing a neighbor up the street. For 
example, a customer who is equipped for 
distance dialing, and who wishes to call 
San Francisco, merely has to dial 415, 
which is the area code for that city, then 
the telephone number,” he explained. 

The telephone official emphasized that 
should a customer get a wrong number on 
a call to these distant points, he should ask 
for the exchange and city reached by mis- 
take and report it promptly to the operator 
to avoid being charged for the call. Dur- 
ing the months ahead, as necessary equip- 
ment is installed, other distant places and 
telephones will be added to this nation- 
wide dialing network and more customers 
in the New York Telephone Company’s 
operating territory will have the service. 


Small Tennessee Increase 


HE Tennessee commission has cut to 
less than a third the rate increase 


($9,800,000) asked by the Southern Bell 
Telephone & Telegraph Company in No- 
vember, 1954. The commission author- 
ized an increase of $2,996,900 (effective 
February 15, 1956) to yield a return of 
6.1 per cent on a “net dollar investment” 
rate base of $112,801,450. In rejecting 
the company’s recommendation for a fair 
value base (about 27 per cent higher than 
the one adopted), the commission said 
that the rate base was only one factor in 
rate making and that it would use the “end 
result” approach. To do this the commis- 
sion leaned heavily on cost-of-capital testi- 
mony similar to that rejected by the New 
York commission in the recent “interim” 
rate case of the New York Telephone 
Company. 

The Tennessee commission reconstruct- 
ed a hypothetical 45 per cent debt, 55 per 
cent equity ratio of capitalization. On that 
basis it found that the company’s long- 
term debt cost ranged from 3.25 per cent 
to 3.33 per cent, that earnings ratio on 
stock ranged from 7.6 per cent to 7.8 per 
cent, and that over-all cost of capital 
ranged from 5.7 per cent to 5.8 per cent. 
The commission made no adjustment for 
a wage increase granted in the spring of 
1955 (after the test period of 1954) be- 
cause such an adjustment would require 
changes in other computations and a re- 
consideration of the case. To compensate 
for “attrition,” the commission established 
what it regarded as a marginal rate of re- 
turn within “the upper strata of the zone 
of reasonableness.” 


> 


FCC Procedure Simplified 


ee of FCC procedure in- 
volving a routine telephone company 
regulation is likely to be approved by Con- 
gress this year. The Senate last month 
approved a bill (S 1456) to enable the 
FCC to streamline its procedure in the 
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following three respects: (1) exempt 
telephone companies, in the discretion of 
the FCC, from the necessity of obtaining 
consent for officers and directors to oc- 
cupy positions in more than one affiliated 
company; (2) permit the FCC to deter- 
mine what type of routine annual report, 
and accompanying financial, statistical, 
and related data, shall be filed by telephone 
companies under the Federal Communica- 
tions Act; (3) authorize the FCC to dis- 
pense with the necessity for hearings in 
cases of routine acquisition or exchange 
of property between Bell system and in- 
dependent companies—except where re- 
quest has been made for hearing by a tele- 
phone company, or telephone company as- 
sociation, or state commission, or other 
local government agencies. 

The provision inserted in the last- 
named exemption was made upon the re- 
quest of the United States Independent 
Telephone Association with the agreement 
of the FCC. 


* 


CWA Launched Public 
Ownership Inquiry 


HE Communications Workers of 

America (AFL-CIO) early last 
month launched a study of the relative 
merits of private as opposed to publicly 
owned telephone facilities in the United 
States and Canada. Joseph A. Beirne, 
Washington, president of the union, an- 
nounced the formation of a five-member 
committee—all from CWA—to carry on 
the study. 

Members of the committee are: John 
L. Crull, Washington, a CWA vice presi- 
dent, committee chairman; James E. 
Smith, Omaha, CWA’s director of Dis- 
trict 7, comprising North and South Da- 
kota, Minnesota, Iowa, and Nebraska; 
Elma Hannah, Toronto, CWA’s Ca- 
nadian director; Ruth Tucker, a member 
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of CWA Local 3217, Macon, Georgia; 
and Norman Mackay, Detroit, president 
of CWA’s Local 4000. Sylvia B. Gottlieb, 
CWA’s research director, will be acting as 
committee co-ordinator and assistant. 

In naming the committee, Beirne was 
acting pursuant to a resolution approved 
by the union’s 14-member international 
executive board last September. This ac- 
tion was taken by the CWA board on the 
basis of a similar resolution referred to 
it by the union’s international convention, 
meeting in St. Louis last June. Beirne 
said : 


Most of the work on this subject 
dates back at least thirty-five years so 
the CWA inquiry is expected to throw 
a great deal of light on this highly im- 
portant subject. 

We're after facts at this stage of the 
inquiry. What action we may take—if 
any—after getting the facts is left to 
a future executive board or convention. 

We have given the committee no 
timetable. 

CWA has no ax to grind for either 
private or public ownership. We hope 
our study will come up with answers to 
some of the problems involved. 

I personally have always favored pri- 
vate ownership of telephone facilities. 
However, we cannot deny that many 
countries have found public ownership 
of communications highly satisfactory. 


HE bulk of CWA’s membership is 

employed in the Bell system—Ameri- 
can Telephone and Telegraph Company 
and its subsidiary companies—which han- 
dles about 90 per cent of U. S. telephone 
business. The union also deals with a num- 
ber of independent telephone companies, 
with “nonvoice” carriers—Globe Wireless 
and American Cable & Radio Corporation 
—and with Canadian phone interests, both 
Bell and independent. 











Financial News 
and Comment 


By OWEN ELY 


The McKinney Report on 
Atomic Energy 


HE McKinney report “On the Peace- 

ful Uses of Atomic Energy,” recent- 

ly submitted by a panel of private citizens 
(headed by Robert McKinney) to the 
Joint Committee on Atomic Energy, has 
attracted considerable attention. The 
panel included such widely known names 
as Ernest R. Breech, chairman of the Ford 
Motor Company, and Walter P. Reuther, 
head of the CIO. While some of the re- 
port lies outside our field, a summary of 
the sections dealing with atomic power 
may be of interest to the utility fraternity. 
The report predicted that by 1980 the 
total investment in utility properties may 
well have increased from around $0 bil- 
lion to between $125 and $210 billion. 
Only about one-quarter of this would be 
in atomic plants, but nevertheless atomic 
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power capability could be larger than our 
entire electric generating capacity now. 
All this assumes, of course, thitt the cur- 
rent rate of growth will continue over the 
next twenty-five years. Due to the flexi- 
bility of both the utility industry and the 
American economy as a whole, economic 
electric power from nuclear fission, when 
achieved, will have many beneficial im- 
pacts, and few if any disruptive effects. 
While industrial plant location is usually 
determined by other factors than power, 
nevertheless low-cost power in future may 
prove to be “the key to further mechaniza- 
tion or to radically new processes in chem- 
istry and metallurgy, thus leading to new 
industrial patterns not now foreseeable.” 


_—o report gives a résumé of plans for 
the construction of seven nuclear 
power plants with a total capacity of 800,- 
000 kilowatts. Unfortunately, the panel 
did not attempt to investigate or check the 
cost of generating power by the various 
types of reactors, contenting itself with 
following the general line of AEC pro- 
nouncement. It felt that 1965 will mark 
the earliest time “at which widely competi- 
tive atomic power generation is likely to 
begin in the United States.” In fact the 
panel warned that if less optimistic fore- 
casts regarding costs prove correct, a 
growth lag could occur perhaps extending 
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as much as fifteen years beyond 1965, and 
warned that in this event private industry 
may not remain interested enough to in- 
vest the funds required to bring about 
competitive status. All this seems disap- 
pointing, in that the panel has seemingly 
ignored the widely published statements 
of General Electric Company and Com- 
monwealth Edison, that their boiling- 
water reactor, expected to be in operation 
by 1960, will be competitive with fuel- 
burning plants in the Illinois area. The 
report does, however, estimate that con- 
struction costs of atomic plants should 
average about $200 per kilowatt during 
1960-80 compared with $150 for conven- 
tional plants. 

The table on page 32 of the report in- 
dicates that the government proposes to 
contribute about 85 per cent of the cost of 
the Duquesne plant (research and devel- 
opment accounting for well over half the 
total cost), about 6 per cent of the cost 
of the Detroit Edison plant, 18 per cent 
for the Yankee Atomic Electric plant, and 
39 per cent of the Consumers Public Pow- 
er District plant in Nebraska. 


HE report stressed the need for de- 
veloping small and medium-sized 
atomic power plants to demonstrate U. S. 
technological leadership in the interna- 
tional field. Formerly it was thought that 
small plants would not be economical in 
this country, hence need not be developed ; 
but recently the commission has asked for 
proposals for small to medium-sized dem- 
onstration plants. While these would be 
mainly designed for export, it is also ap- 
parently assumed that at some later date 
they could be used in the United States 
for small nonintegrated or rural utility 
systems, for mining use, or for remote in- 
dustrial plants—enterprises where diesels 
are now largely in use. 
The panel warned that if the utility in- 
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dustry did not display the necessary en- 
thusiasm for carrying through the nuclear 
power development program, the commis- 
sion itself should step in and build the re- 
actors. On the other hand, an apparent 
warning was issued against any revival of 
the old “rate yardsticks” idea by public 
power interests anxious to exploit the pos- 
sibilities of the atomic energy field with 
the aid of government subsidies and tax- 
free operations. (Incidentally, there are 
strong indications recently that such a 
move may be contemplated.) The report 
stated : “The use of the threat of develop- 
ment of low-cost atomic power as leverage 
over conventional fuel and transportation 
costs, may well be magnified out of pro- 
portion in the public mind. . . . and thus 
reduce the value of peaceful atomic devel- 
opment as an element of United States 
leadership.” 


HE report paid some attention to the 

effects of atomic power on the nat- 
ural gas industry. The latter is now sell- 
ing about 14 per cent of its output to the 
electric utilities for use as boiler fuel. In 
future, with the development of additional 
underground storage facilities, the sale of 
this gas will gradually be upgraded for 
sale to domestic customers, etc. Thus, the 
industry should not be hurt by the en- 
croachment of atomic power. However, 
there is another angle—atomic reactors, 
with their intense heat potential, might be 
used to manufacture artificial gas from 
coal economically, which could perhaps 
compete with natural gas if field prices 
continue to rise. 

The panel did not feel that atomic pow- 
er would put the coal industry out of busi- 
ness, because much of the expansion of 
the utility industry will continue to be 
along traditional lines. The railroads are 
not expected to adopt atomic power for 
locomotive use over the foreseeable fu- 
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ture. However, the move towards locat- 
ing electric generating plants near coal 
mines or along water routes may have 
some effect on rail traffic, since haulage of 
coal still represents one-quarter of all rail- 
road ton miles—much of this coal being 
used by the utilities. The panel obviously 
did not feel optimistic regarding the use 
of atomic energy for space heating or 
process heating. 


ie panel ventured into the fascinat- 
ing science-fiction field of atomic fu- 
sion—using isotopes of hydrogen or other 
light elements as a possible future source 
of commercial power. It stated that while 
of course no containers made of ordinary 
materials can be used to confine the fu- 
sion of light atoms, since this can only 
occur at a temperature of several hundred 
million degrees, “media conceivably ca- 
pable of fulfilling this task are electric or 
magnetic fields, the appropriate use of 
which may serve to insulate the walls of 
the reaction chamber from the exceeding- 
ly high temperature at the center.” 

Such power units give promise of being 
extremely safe, since the amount of fuel 
involved would be so extremely small as 
to make hazardous accidents unlikely, and 
also because there would be no fission 
products to spread about in the unlikely 
event of an accident. (The machine would 
have to be shielded to some extent for 
radiation, however.) Once the thermo- 
nuclear reaction is achieved, the big sup- 
ply of neutrons thus made available may 
greatly expedite the production of fission- 
able materials by irradiation of uranium 
or thorium. 

Another interesting angle is that “con- 
trolled thermonuclear devices”—1.e., in- 
struments which would force the fusion of 
light elements—might facilitate the direct 
conversion of heat into electricity, elimi- 
nating the use of the boiler and steam tur- 


bine. At present only about one-fourth of 
the heat-energy produced by combustion 
of coal, or by atomic energy, is actually 
used on the transmission line as electricity. 
Hence the importance of exploring the di- 
rect conversion method. Unfortunately, 
such devices as thermocouples and atomic 
batteries are thus far capable of only ex- 
tremely small energy output. The report. 
emphasizes that this whole field is too 
much in the realm of scientific conjecture 
to permit any practical conclusions at this 
time. 


‘T= report concedes the necessity for 
limiting the access of industry rep- 
resentatives to secret or restricted data in 
connection with the thermonuclear pro- 
gram, but indicates that procedures should 
be developed by which more people can 
contribute freely to it, and also “that in- 
vestors should have sufficient information 
about the feasibility of nuclear fusion 
power upon which to base determinations 
for themselves as to the propriety of their 
investments and actions.” 

Regarding criticism of AEC policies by 
the utility industry, the panel had heard 
some comments such as the following: 
that the commission has set the guaran- 
teed price for by-product plutonium pro- 
duced in private atomic power plants too 
low to permit prompt profitability; that 
the 7-year guaranteed price period for 
such material is not long enough; that the 
government should assume part or all of 
the insurance liability; and that more 
financial aid and research assistance 
should be given to potential licensees. 

The panel evidently felt that the pres- 
ent AEC policy with respect to guaranteed 
prices is not entirely satisfactory, and sug- 
gested that it might be possible at some 
point to establish a “free market” in 
uranium and related metals. The AEC 
might then give guaranties that it would 
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buy certain minimum quantities of ore or 
metal from domestic sources over a pe- 
riod of years, which would afford ade- 
quate support for the uranium industry. 
Also, the panel favored full publicity with 
respect to the price schedules. 

The panel did not feel that the time has 
yet arrived to consider the need for a fed- 
eral atomic insurance program covering 
peaceful uses. Some two or three years 
remain in which to perfect the plans of 
private insurance groups to deal with these 
problems. Federal insurance is “a last re- 
sort, not yet called for.” 


-qonyerng possible revision of the 1954 

act, the panel held that the law does 
not sufficiently encourage “less secrecy 
and freer flow of significant information” 
—the point that Senator Anderson has 
been harping on. The AECshould preserve 
strict secrecy only on the military applica- 
tions of its research. In this connection, 
it is interesting to note that the AEC has 
recently announced a speed-up in the pro- 
gram of examining and downgrading its 
restricted and secret material. 

Chapter 16 of the report, entitled “Fi- 
nancial Environment,” is of special inter- 
est. There are four kinds of financial de- 
vices which the AEC can use to promote 
the development of atomic industry: (1) 
commission research and services for in- 
dustry; (2) procurement of research and 
service from industry and others; (3) 
guaranteed prices and waiver of charges; 
and (4) personnel training and patents. 
With respect to (1), the AEC is handi- 
capped by the conflict between military 
and industrial research, and the present 
law does not deal adequately with this 
problem. Private research work cannot be 
done with commission facilities without 
obtaining a priority, but the commission 
has established a co-ordinating committee 
to deal with this problem. 
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The government can, of course, extend 
financial assistance (outside of the AEC) 
to utility companies or industrial com- 
panies if desired, by a large number of ac- 
counting or financial techniques designed 
to reduce income taxes, extend loans or 
loan guaranties, etc. The Treasury De- 
partment has prepared a special report on 
this subject. 


bes Joint Congressional Atomic En- 
ergy Committee is currently holding 
its hearings (required at the start of each 
session of Congress) to determine how the 
atomic energy program is going. Unfor- 
tunately, most firms involved in atomic 
business have turned down the commit- 
tee’s invitations to testify, some with the 
plea that the invitations did not allow 
enough time to prepare information. Ac- 
cording to Dow-Jones, however, the 
major reason appears to be that many 
firms hesitate to testify how their negotia- 
tions are progressing with the Atomic En- 
ergy Commission, since this might prove 
prejudicial to their relations with the com- 
mission. Another reason advanced is that 
the committee has not framed specific 
questions on which they would like an- 
swers. Chairman Anderson has conceded 
that his staff is shorthanded and that this 
may account for the lack of adequate 
preparation, but declared it is “not the 
staff’s responsibility to dig up witnesses.” 
It is interesting to note, however, that the 
American Public Power Association and 
the National Rural Electric Co-operative 
Association will appear. 


v 


Saturation of Major Electric 
Appliances Still Low 


f Recs electric utility companies expect 
residential use of electricity to con- 
tinue its regular increase this year, pos- 
sibly reaching 3,000 kilowatt-hours com- 
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SATURATION OF MAJOR ELECTRIC APPLIANCES 


THE FIELD FOR INCREASED HOME USE HAS GREAT POSSIBILITIES ESPECIALLY FOR CENTRAL HEATING 
WHICH PROBABLY IS LESS THAN 1% OF THE NATIONAL AVERAGE 
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pared with 2,755 kilowatt-hours last year. 
About 80 per cent of the increase in total 
residential sales will be due to this antici- 
pated increase in usage per customer, 
with only one-fifth due to the growing 
number of customers. With more money 
to spend this year than in 1955 (unless 
current estimates prove wrong) sales of 
appliances in 1956 may reach a new rec- 
ord compared with last year’s estimated 
$7.9 billion retail value. 

There is now a fairly heavy saturation 
(84 to 97 per cent) for such long-term 
“light use” appliances as radios, refrig- 
erators, irons, clocks, and washers. Tele- 
vision and toasters are somewhat lower 
with about 75 per cent, while vacuum 
cleaners, strangely, have a saturation of 
only 64 per cent. The newer and heavier- 
usage appliances have low saturation, ac- 
cording to Ebasco Services (see chart on 
page 327) : ranges are 25 per cent, water 
heaters 14 per cent, freezers 10 per cent, 
air conditioners 7 per cent, and dryers un- 
der 6 per cent. 

Referring to the relative saturation for 
different areas as shown in the chart, it is 
interesting to note that in two neighboring 
territories there is quite a contrast: In the 
West South Central area, ranges have 
only 10 per cent usage (of course gas is a 
heavy competitor) while air conditioners 
have 19 per cent; next door, in Mountain 
area (which includes northern as well as 
southern territory), the range saturation is 
44 per cent while there are air condition- 
ers in less than 3 per cent of the homes. 


ss ‘HE utility industry apparently has 
mixed feelings about pushing air con- 
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ditioning, especially in the South where 
the summer load may be a problem at 
times. In the North, where there is a 
larger proportion of old homes and apart- 
ments, the rewiring problem is the major 
headache in connection with the use of 
heavy appliances, but a strenuous cam- 
paign is under way to remedy this diffi- 
culty. (See the last ForTNIGHTLY, page 
244; also, “New Housepower Campaign” 
in the February Edison Electric Institute 
Bulletin.) In the South some utilities such 
as Florida Power Corporation are making 
a strenuous effort to balance the big sum- 
mer load by promoting use of the heat 
pump, while others still appear a little 
skeptical—awaiting further perfection of 
the device by General Electric and other 
makers. No accurate figures appear avail- 
able for the number of heat pumps in use. 

Part of the electric utility industry 
also seems content to share the air-con- 
ditioning load with the gas utility com- 
panies. The latter remain hopeful that 
the new Servel and Coleman appliances, 
now being tried out, will prove successful. 


Lo. other chart on page 327 indicates 
the per capita use of electricity in dif- 
ferent areas. This approach is somewhat 
different from the usual residential aver- 
ages which are based on the family as a 
unit rather than on the individual. The 
heavy “all other” use in the East South 
Central area is due to the huge sales of 
power by TVA and by private utilities to 
the AEC. The chart illustrates the com- 
petitive advantage which has been enjoyed 
by utilities in the Mountain and Pacific 
states due to (1) lack of natural gas in 


New England 

General Electric 

Electric System 
6,929 1,756 
1.20¢ 3.62¢ 


Portland 


Average Residential Rate Per KWH 
Average Annual Residential Revenue $82.86 $63.46 
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much of the area and (2) plentiful hydro- 
electric power, much of it subsidized in 
some degree by the federal government. 
Thus residential sales per capita in the 
Pacific area are about double those in New 
England, where fuel costs are relatively 
high and load-building home appliances are 
sparingly used. However, the greater per 
capita use of electricity is largely offset by 
the cheaper rate, as shown in the compari- 
son in table, page 328 (1954 data). 


5 


January Public Financing at 
Low Ebb 


HERE were almost no public offerings 
of utility securities in the month of 
January—a very unusual state of affairs. 
Last year there were four bond issues, two 
preferred stock offerings, and seven com- 
mon stock issues. In the first month of 


= 


this year, however, there were no public 
bond offerings, one preferred stock issue 
($6,000,000 New Orleans Public Service 
4.36 per cent preferred, marketed to yield 
4.25 per cent), and one small common 
stock offering by Southwest Gas. The 
stock market declined during the period 
December 30th-January 20th, which may 
have delayed proposed equity financing. 

On the other hand, there was a sizable 
amount of private financing; 7.e., direct 
sales to institutions. The largest of these 
was the $132,000,000 El Paso Natural 
Gas offering of 1st 32s 1972 at 100. Hous- 
ton Natural Gas sold $18,500,000 Ist 
4s of 1980. The other four private is- 
sues—three bonds and one preferred stock 
—were under $1,000,000 in size. 

Total new-money financing (principal- 
ly by gas utilities) was $146,000,000, plus 
some $13,000,000 labeled “not new 
money,” in the Irving Trust compilation. 


RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


2/8/56 Divi- 
Price 
About Rate 


$ .80h 
1.20 
.60 


Pipelines 
Alabama-Tenn. Nat. Gas 
Commonwealth Nat. Gas . 
East. Tenn. Nat. Gas ... 
Mississippi Riv. Fuel .... 
Southern Nat. Gas .... 
Tenn, Gas Trans, ...... 
Texas East. Trans 

Texas Gas Tfans........ 
Transcont. Gas P. L. .... 


Averages 


Integrated Companies 
American Nat. Gas 
Ark.-Louisiana Gas 

Colo. Interstate Gas .... 
Columbia Gas System .. 
Commonwealth Gas .... 
Gonsol. Gas Util. .....; 
Consol. Nat. Gas 

El Paso Nat. Gas 
Equitable Gas 
Kansas-Nebr. Nat. Gas . 
Tone Star Gas ......2..% 
Montana-Dakota Utils. .. 
Mountain Fuel Supply .. 
National Fuel Gas 
Northern Nat. Gas 
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Approx. 
Common 
Stock 
Equity 


Share Earnings* 


Cur- 
% In- 12 Mos. 


rent 
Period crease Ended 


Div. 
Pay- 
out 


Price- 
Earns. 
Ratio 


12.5 
11.8 
16.1 
17.6 
14.8 
18.2 
14.9 
13.7 
15.6 


15.0 


Sept. 
Sept. 
Dec. 
Sept. 
Dec. 
Dec. 
Mar. 
Sept. 
Sept. 


$1.60 
2.54 
62 
1.87 
2.37 
1.76 
1.74 
1.68 
1.09 


10% 
2 


20.1 
17.8 
16.5 
14.0 
14.5 
13.4 


Sept. 
Dec. 
Sept. 
Sept. 
Dec. '54 
July 
Sept. 
Nov. 
Sept. 
Dec. ’54 
Sept. 
Sept. 
Sept. 
Sept. 
Sept. 
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2.03 Dec. 


4.63 une 
1.79 eg 54 
10.43 Sept. 


1.33 Dec. ’54 
Sept. 


Oklahoma Nat. Gas .... 25 
Panhandle East. P. L. .. 83 
Pennsylvania Gas 24 
Peoples Gas Lt. & Coke . 155 
Southern Union Gas .... 23 
United Gas Corp. ...... 31 


Averages 
Retail Distributors 
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Atlanta Gas Light 
Berkshire Gas 
Bridgeport Gas Light ... 
Brockton-Taunton Gas .. 
Brooklyn Union Gas .... 
Cascade Nat. Gas 
Central Elec. & Gas .... 
Central Indiana Gas .... 
Chattanooga Gas 

Gas Service 

Hartford Gas 

Haverhill Gas 

Houston Nat. Gas 
Indiana Gas & Water . 
Kings Co. Lighting .... 
Laclede Gas 

Michigan Gas Utils. .... 
MidSouth Gas 
Minneapolis Gas 
Mississippi Valley Gas .. 
Mobile Gas Service .... 
New Haven Gas 

New Jersey Nat. Gas ... 
North. Illinois Gas .... 
North Penn Gas 

Pacific Lighting 

Pioneer Natural Gas .... 
Portland Gas & Coke .... 
Portland Gas Light . 
Providence Gas 

Rio Grande Valley Gas .. 
South Atlantic Gas 
South Jersey Gas ...... 
United Gas Improvement 
Washington Gas Light .. 
Wash. Nat. Gas 
Western Kentucky Gas .. 


Averages 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER 


we Share Earnings* 
1954 2/8/56 = Divi- Cur- Price- 
Rev. Price dend Approx. rent %In- 12 Mos. Earns. 
(Mill.) About Rate Yield Period crease Ended Ratio 


Communications Companies 
Bell System 


$4,784 Amer. T. & T. (Cons.) .. 183 I  $13.01** 9% 69% 65% 
220 Bell Tel. of Canada .... 50 . . 2.43 5 82 63 
37 Cin. & Sub. Bell Tel..... 89 ’ ; 5.16 87 100 
163 Mountain States T. & T. 129 . : 8.88 Dec. 74 74 
259 New England T. & T. .. 137 ; ‘ 7.78 103 64 
632 S Pacific Tel. & Tel. ...... 139 : y 9.93** ; 70 58 
81 So. New England Tel... 40 : ! 2.11 , 95 60 

Averages 83% 
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Independents 


Anglo-Canadian Tel..... 23 $ .60 
British Columbia Tel. ... 2.00 
Calif. Interstate Tel 70 
Calif. Water & Tel. 1.00 
Central Telephone 19 1.00 
Chenango & Unadilla Tel. 1.20 
Commonwealth Tel. : 
Continental Tel. 

Florida Telephone 

General Telephone 

Inter-Mountain Tel. 

Peninsular Tel. 

Rochester Tel 

Southeastern Tel. ....... 
Southwestern States Tel. 

United Utilities 

Western Carolina Tel. .. 

West Coast Telephone .. 

Western Union Tel. 


Averages 


Dec. 54 14.5 
Dec. 54 17.7 
Dec. 54 

July 

Sept. 

June 

Dec. 54 
Sept. 

Dec. ’54 
Nov. 

Dec. ’54 
Sept. 

Sept. 

Sept. 

June 

June 

Dec. 

Sept. 

Dec. 
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Transit Companies 


Dec. ’54 
Dec. ’54 
Mar. 
Dec. ’54 
Dec. ’54 
June 
Dec. 
Dec. 
Dec. 


x 


| 


Cincinnati Transit 

Dallas Transit 

Greyhound Corp. ....... 
Los Angeles Transit .. 
Nat. City Lines 

N. Y. City Omnibus Corp. 
Niagara Frontier Transit 
Phila. Transit 

Rochester Transit 

St. Louis P. S Dec. 
MWANCIEY ee Lc aic:ocs's0s d — Dec. 
United Transit : Dec. 


Averages 
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Water Companies 
Holding Companies 


American Water Wks... 93 $ .50 
N. Y. Water Service .... 63 80 


Operating Companies 


Bridgeport Hydraulic ... 30 
Calif. Water Service . 
Elizabethtown Water ... 
Hackensack Water 
Indianapolis Water 
Jamaica Water 

New Haven Water 

Ohio Water Service .... 
Phila. & Sub. Water .... 
Plainfield Union Water . 
San Jose Water 
Scranton-Springbrook .. 
Southern Calif. Water .. 
West Va. Water Serv. .. 


Averages 
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A—American Stock Excharige. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. *Earnings are calculated on present number of shares outstanding, except as otherwise indicated. 
**On average shares. (a)—Paid 4 per cent stock dividend. (b) Paid 10 per cent stock dividend. (c) Paid 
5 per cent stock dividend. (d) Paid 25 per cent stock dividend. (e) Also paid 5 per cent stock dividend. (f) 
Nine months to December 31st. (g) Estimated after eliminating nonrecurring items. (h) Paid 25 per cent 
stock dividend. NC—Not comparable. NA—Not available. E—Estimated. 
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Water Resources Policy 


 famieng is more than a natural resource 
—it is a necessity of life. Here in 
the United States, some two hundred years 
have gone by before the water problem 
has become generally acute. But the uses 
we make of water in modern society are 
so tremendous that they stagger the 
imagination. The coming of our industrial 
era, the raising of our living standards, 
and the increased application of water to 
land have now highlighted the problems 
until in much of the nation there is a 
grave and increasing concern over water 
resources. 

It was in the above manner that the 
Presidential Advisory Committee on 
Water Resources Policy introduced its 
long-awaited report to the President which 
was releaased in January. Yet this report 
is today the center of much political con- 
troversy. 

Sherman Adams, assistant to the Presi- 
dent, in a December speech to the Second 
National Watershed Congress, meeting in 
Washington, D. C., dramatized the con- 
cern of the nation by saying that water, 
“without doubt, is about to become, indeed 
if it is not already, the prime critically 
urgent national problem.” 

In the speech referred to, the presiden- 
tial assistant stated : 


New population, with growing needs, 
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with higher standards of national de- 
mand, now taxes the nation’s resources. 
A public water policy adopted by the 
national government inevitably goes to 
the very heart of our national economy 
and even to the form of our govern- 
ment. What we do, for instance, in mak- 
ing available a sufficient supply of water 
determines the location of industries, 
and their supporting populations. To 
many industries the availability of 
water is more important than even their 
proximity to raw materials or to mar- 
kets. 

Of even more fundamental con- 
sideration is the fact that water is the 
determinant of the habitability of much 
of America. How the control of avail- 
able water resources is ultimately re- 
solved draws the pattern of land use 
of great areas of our continent. It is 
self-evident that the degree of that con- 
trol, and particularly where it lies, is a 
controversial question. (That I may say 
is unquestionably the major understate- 
ment of the evening.) There is not a 
person here present, of whatever or- 
ganization he may be a member, who 
does not have a personal, as well as a 
proprietary, interest in this question. 

The concentration of the control of 
water in the federal government ulti- 
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mately means the control of the land 
and consequently of the whole economy. 

On the other hand, there are certain 
responsibilities from which the federal 
government cannot escape. The impact 
of shortages on increasing numbers of 
people, the complexity of interstate and 
interregional conflicts, national urgency 
for expanding beneficial uses—all these 
demand, not control, but attention and 
action and co-ordination by federal 
agencies. 


gwen administrative organizations 
have important roles in water matters, 
generally, and these have often been in 
conflict. There are, of course, three fed- 
eral agencies: The Corps of Engineers in 
the Department of the Army, the Bureau 
of Reclamation in the Department of the 
Interior, and various agencies in the De- 
partment of Agriculture. Each deals with 
a particular element of the problem, ac- 
cording to Mr. Adams. Among them there 
has been inadequate co-operation and of- 
ten, in the past, intense rivalries. It is less 
than twenty years ago that any general 
federal responsibility in the field of water 
resources even commenced to be assumed, 
the speaker declared. There has never 
been, nor is there now, any general fed- 
eral responsibility for the supply of water 
for domestic and industrial uses. Domestic 
needs have always been the responsibility 
of the individual and the community. In- 
dustrial supplies have been the responsibil- 
ity of the community or of the industry 
itself. 

Mr. Adams pointed out that in the field 
of irrigation, while there are approxi- 
mately 28,000,000 acres of irrigated land 
in the United States, less than 7,000,000 
acres have been developed under federal 
sponsorship. Until recent years the power 
resources of our rivers were entirely de- 
veloped by private initiative. Despite the 
gigantic federal developments of recent 


years, he went on, public activity still con- 
stitutes only a very minor percentage of 
total water resources development. 


Mo of this federal participation has 
been on a hit-or-miss basis, Mr. 
Adams asserted. A great deal has been 
done under political pressure with inade- 
quate regard to national and sometimes 
even local needs. One hundred and fifty 
years ago, when inland navigation was a 
vital form of national transportation, the 
Corps of Engineers assumed the responsi- 
bility for the development of rivers and 
harbors. Today, under the theory of the 
protection of navigation, the Corps has as- 
sumed the functions of flood control and 
extended its activities upstream until its 
responsibilities have sometimes been con- 
fused with those of the Bureau of 
Reclamation and the Department of Agri- 
culture. The presidential assistant re- 
marked that this conflict has already had 
attention and these services are now get- 
ting their heads together. 

The Bureau of Reclamation, whose 
original function was to make productive 
the arid public lands of the West, has ex- 
tended its activities until it has become 
today an active public power agency, Mr. 
Adams continued. In addition it supplies 
supplemental water to thousands of acres 
of privately owned land, far from arid. 


ges speaker pointed out that on the 
theory that water should be conserved 
and stored on the land on which it falls, 
the Department of Agriculture has de- 
veloped a program of small dams and local 
water controls. Upstream water conserva- 
tion is both logical and beneficial, and this 
organization is wise to devote itself to the 
unique problems of source water, he main- 
tained. 

As to administration water policies, Mr. 
Adams declared : 
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. . . there is one principal element of 
such policy, so far as this administration 
is concerned, to which we are irrevoca- 
bly committed. While the federal gov- 
ernment is, and ought to be, the voice 
of all of the people, yet it cannot and 
should not vicariously exclude the local 
residual interests of those who live in 
the nation’s watersheds. In the planning 
and execution of a national water policy, 
in the development and construction of 
pursuant projects, in providing for con- 
servation and utilization of water, the 
interests of the state, the region, and 
the locality as well as of the people 
should be taken into account. This is at 
the very heart of what we have chosen 
to call the policy of partnership. It is 
inherent in the very nature of the re- 
source itself, that the various interests 
and the part each plays may not in all 
cases be equal. Their interests will vary 
as will their participation in widely dif- 
ferent magnitudes. Yet we have and 
shall continue to recognize that the fed- 
eral government is but one, if often the 
principal one, of the co-operating 
agencies for water development and 
conservation. Here is a public responsi- 
bility which every citizen in some meas- 
ure should share. 


N recent months, water policy con- 
troversy has often revolved around the 
recommendations of the Hoover Commis- 
sion Task Force on Water Resources and 
Power. In June, 1955, the Hoover Com- 
mission sent to Congress its Report on 
Water Resources and Power, supple- 
mented by the 1,800-page report of the 
Task Force. The head of that Task Force, 
Admiral Ben Moreell, outlined Task 
Force conclusions on desirable future fed- 
eral policy in this field at the National Con- 
ference on Water Resources Policies, 
meeting in St. Louis in January this year. 
“We realized at the outset,” Admiral 
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Moreell said, “that our recommendations 
for reorganization and elimination of fed- 
eral functions should be framed in the 
context of national water policy. There is 
a difference between national water policy 
and federal water policy. National water 
policy applies to all the waters and all the 
uses of water in the nation. This goes far 
beyond either the actual or the proper 
function of the federal government.” 
According to the Task Force chief, na- 
tional water policy is made up of the laws, 
practices, court decisions, and objectives 
that are controlling in each of the many 
governmental entities across the nation. 
There is no explicit or consistent national 
policy as such. But the very absence of an 
explicit policy constitutes a policy. There- 
fore, the attempt of the Task Force was to 
formulate a federal policy which, in ef- 
fect, is complimentary to a national policy 
which, in turn, is decentralized to meet the 
needs of the interested regions and areas. 


. pomminei Admiral Moreell felt that 
there is no explicit or consistent federal 
policy. He said that irrigation policy, flood- 
control policy, and navigation policy have 
been separately conceived and are sepa- 
rately administered. Power policy has a 
degree of uniformity only to the extent 
that it has been brought-under the Federal 
Water Power Act of 1920. In addition 
to these four major areas of federal ac- 
tivity, he added, there are others in which 
independent policies have grown up— 
water supply, recreation, pollution con- 
trol, fish and wild-life conservation, and 
water flow and runoff retardation. Today, 
he declared, federal policy as a whole could 
be rightly termed a “hodgepodge.” 
Within the framework of over-all gov- 
ernmental policy, water resources policy 
requires, in Admiral Moreell’s opinion, 
that implementation be based on the sort 
of organization that can assure uniform 
procedure and co-ordination of govern- 
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mental agency activities, constant review 
and control of programs and projects, and 
the insulation from political pressures of 
the planning and construction agencies. 


Eee Task Force found seven principal 
policy areas in which wide divergences 
now exist. Admiral Moreell listed these as 
follows: 


First is the extent of state or local 
approval required for federal projects 
or for joint federal-nonfederal projects. 
At one extreme, projects are undertaken 
only because of the strong political 
pressures by state and local interests; at 
the other, they are built in the face of 
strong local opposition. The record re- 
veals examples at both extremes and at 
various intermediate points. 

Second, the extent to which the fed- 
eral government may subsidize costs 
which, in many cases, are beneficial 
solely to nonfederal interests. On the 
whole, under current practices, naviga- 
tion is 98 per cent subsidized, flood con- 
trol 94 per cent, irrigation 73 per cent, 
and power about 40 per cent. These 
figures indicate serious imbalance 
among themselves and excessive subsidy 
for all. Rarely does local co-operation 
in navigation improvements call for 
more than the provision by the bene- 
ficiaries of spoil disposal areas and even 
the latter are often benefited by the 
work. In flood control, donation of land 
areas which are subjected to frequent 
floods and relocation of some utilities 
is sometimes required of local inter- 
ests. A cash contribution is rarely re- 
quired. Irrigation calls for some dollar 
repayment—frequently of minor im- 
port. And electric power is sold at what 
is called “low cost,” but which is ac- 
tually substantially subsidized rates. 

A third area of divergence covers the 
requirements and criteria for determin- 


ing economic justification and financial 
feasibility of projects, including the 
kinds of benefits and costs to be con- 
sidered. Under present law, economic 
criteria are few and indefinitely de- 
scribed. There are no definitions of 
“benefits” and the interpretation of 
what constitutes “costs” varies from 
agency to agency. The Bureau of 
Reclamation, for example, has even pre- 
scribed a factor to apply to attendance 
at the movies as a measure of project 
benefits! Such painful efforts to justify 
projects of dubious worth give rise to 
the suspicion that there has developed 
in this country a conviction that the ex- 
penditure of federal funds to promote 
the interests of a particular area, or of 
a particular group, is warranted pro- 
vided it can be shown that the probable 
resulting “benefits” to that area or 
groups may exceed the out-of-pocket 
costs which are paid for by the general 
taxpayers. It is almost traditional that 
benefits are overestimated and costs 
underestimated. The question whether 
this is the best expenditure of federal 
funds in the interest of all of the people 
of the nation, who pay the bill, has been 
given little consideration. . . . 

A fourth area of divergent policy 
concerns the standards for determining 
costs and charges on which are based 
the rates to be paid by beneficiaries. An 
example is in the Southwestern Power 
Administration area. The total project 
construction cost, including interest 
charges during construction, was $776,- 
000,000. The Southwestern Power Ad- 
ministration recommended an allocation 
to power, to be reflected in power rates, 
of $218,000,000, while the Corps of En- 
gineers recommended $418,000,000 for 
the same project, the difference being 
due to different standards of costs and 
charges. 
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“OVER A LITTLE MORE, NOW, DOWN A LITTLE, THERE, UMMM, THANKS!” 


Fifth is the disproportionate payment 
by beneficiaries as between projects and 
purposes. The percentage figures of 
subsidies for the various activities men- 
tioned earlier reflect the magnitude of 
this problem. For example, flood con- 
trol is considered to be almost entirely 
a federal responsibility and irrigation a 
water users’ responsibility. Yet the bene- 
fits from each can be measured fairly 
only by the increased value of the land 
and property affected. A single standard 
should properly apply to both. 
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Sixth is financial responsibility for 
operation and maintenance. Navigation 
projects are operated and maintained 
by the federal government; flood-con- 
trol works, other than reservoirs and 
channel improvements, by local groups 
except in “emergency,” which, inciden- 
tally, is not defined; and reclamation 
projects are maintained entirely at the 
expense of the water users. Power rates 
are supposed to cover operation and 
maintenance costs. 

Seventh is authorization procedure. 
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The Tennessee Valley Authority board 
has full authority to authorize any kind 
of project; the Secretary of the Interior 
can, under certain circumstances, au- 
thorize a reclamation project; but 
flood-control and navigation projects 
can be authorized only by specific legis- 
lation enacted by the Congress and ap- 
proved by the President. Power projects 
are found in all three categories. 


HE Task Force chief maintained that 

the federal government does not owe 
a responsibility to any community, section, 
or region to supply its power requirements. 
But frequently, he noted, the development 
of federal water conservation projects af- 
fords opportunities for the generation of 
hydroelectric power in accordance with 
sound business principles. In his opinion, 
such power should be developed in the 
national interest. 

Hydroelectric power thus produced be- 
longs in substance and equity to all the 
people who provide the money to create 
it, he stated. Therefore, the federal gov- 
ernment should dispose of all such power 
on the best terms available, subject, of 
course, to reasonable price regulation, as 
it should dispose of any other surplus 
property belonging to the people. The de- 
mand of any locality, section, or region for 
power at prices as low as to conflict with 
the just rights of the public, which pays 
for and owns it, should not prevail. 

Nor does the mere presence of poten- 
tial water power constitute a mandate for 
its development. The test of conformity 
with “sound business principles,” pro- 
posed by Admiral Moreell, is that the sale 
of the power be at rates comparable to 
those charged by regulated investor-owned 
utilities. 

What should be the relationship between 
the federal government and others in 
the administration of joint-responsibility 
projects? 


As a general principle, the speaker de- 
clared, the federal government should en- 
courage others to assume to the maximum 
extent feasible the responsibility for such 
functions as design, construction, opera- 
tion, and maintenance. 


I this respect, Admiral Moreell sug- 
gested that planning groups should be 
established conforming to current local 
needs. Provision should be made for co- 
ordination between planning groups where 
a problem overlaps two or more areas. He 
emphasized that no attempt should be 
made to blanket the nation with a precon- 
ceived group of planning areas; they 
should be formed as the need evolves. 
Along this line, he said, separate operating 
agencies, authorities, or administrations 
should not be set up for each planning 
area. 

Planning groups should be govern- 
mental groups composed mainly of finan- 
cially responsible state and local agencies, 
he explained. All other agencies, private 
citizens, and private enterprises should 
have every opportunity for expression and 
for advocacy of their respective interests, 
but he felt they should not be members 
of planning groups for this purpose. He 
added that the federal government should 
be represented on each planning group on 
whose projects a substantial federal ex- 
penditure is anticipated or co-ordination 
with groups representing two or more 
states is necessary. 

In brief, Admiral Moreell felt that the 
federal government should be the co- 
ordinator but it should not seize control. 

It was just shortly before Admiral 
Moreell spoke at the conference in St. 
Louis that the Presidential Advisory Com- 
mittee had made public its report. There 
was reaction to it which tended to confuse 
it, lump it in the same category with the 
recommendations of the Hoover Commis- 
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sion Task Force. The general manager of 
NRECA, Clyde T. Ellis, called the Presi- 
dent’s paper a “Little Hoover Report”’ in 
a speech he delivered at the annual con- 
vention of that organization, also meeting 
in St. Louis at the same time as the U. S. 
Chamber of Commerce get together. 


— Oxps, former FPC commission- 
er and public power advocate, speak- 
ing from the same platform as Admiral 
Moreell, may have found the report to the 
President even more distasteful. He told 
the conference that the report entirely 
misconceived the nature of the federal re- 
sponsibility in the field of a water resource 
program for the whole country. 
He began his remarks by stating: 


The report of the Presidential Ad- 
visory Committee on Water Resources 
Policy, just out, raises a serious ques- 
tion for the American people. The ques- 
tion is whether the people of this coun- 
try, be they farmers or wage earners or 
professional people or managers or 
businessmen, are going to permit a mis- 
interpretation of the public service 
status of the electric business in our 
private enterprise economy to bring 
about virtual abandonment of essential 
government functions in the field of 
water resources. What this report pro- 
poses to abandon is the whole concept 
of comprehensive, multipurpose river 
basin programs. This concept has al- 
ready demonstrated its capacity to con- 
tribute to the progress of American life 
by stimulating, rather than undermin- 
ing, the vitality of local institutions. It 
has won world recognition as an 
achievement of democracy. 

A comparison of the President’s 
water resources policy report of 1956 
with the series of robust, America- 
building reports and laws which have 
formulated the great American con- 
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servation tradition should give us 
pause. ... 

There is no question but that the 
genesis of the recent attempt to change 
the concept of federal responsibility 
for the country’s water resources pro- 
gram is to be found in the contention 
of private power interests that public 
power is somehow un-American. It is 
their contention that the federal power 
program threatens “socialization” of 
all private enterprise in America... . 

A high Department of the Interior 
official is reported by the Associated 
Press to have told a newsman that this 
is the first time a definite recommenda- 
tion has been made for the assumption 
of direct presidential responsibility for 
development of water resources. If I 
correctly read the report, it might have 
been more accurately said that it rep- 
resents the first recommendation that 
the President assume direct responsi- 
bility for trying to get everyone to do 
it but the federal government. The re- 
port might be entitled “Retreat from 
Responsibility.” 


M* Otps insisted that the proper as- 
sumption of this responsibility by 
the federal government would do more 
to preserve and strengthen the founda- 
tions for an expanding private enterprise 
system than can any hodgepodge substi- 
tute approach based on mistaken ideolo- 
gies. 

This is so, he said, because under any 
alternative approach the people will get 
less flood control, less conservation stor- 
age, less use of their waters, less pollu- 
tion control, less watershed management, 
and less hydroelectric power from their 
rivers—and, “with all due deference,” 
less local control of their local affairs. 

According to Mr. Olds, the concept of 
unified federal programs for the develop- 









WHAT OTHERS THINK 


ment of the country’s rivers, and the per- 
fection of the necessary techniques, have 
been developing over a period of fifty 
years. This evolution has paralleled the 
trend toward larger river basin structures 
with concomitant recognition of the great 
possibilities of integrated multiple-pur- 
pose use, he said. It has reflected what he 
called a growing recognition of the in- 
terrelationship between various structures 
in the same river basin, of the value of 
storage and release of water at one dam 
as increasirig the values which can be de- 
rived from downstream uses, of the im- 
portance of electrical as well as hydraulic 
integration of projects, and of the insep- 
arable interrelationship between manage- 
ment of land and water resources. 


N turn, this evolution has led, he said, 

to increasing insistence by conserva- 
tionists on the exercise by the federal gov- 
ernment of broad responsibilities in the 
field. And the people have moved ahead 
to see that this was done, using the con- 
stitutional authority of Congress “to 
make all laws necessary and proper for 
carrying into execution all the powers 
vested in the federal government.” He ex- 
plained that these powers include its com- 
merce power, its war and treaty-making 
powers, its powers under the property 
clause of the Constitution and under the 
general welfare clause. 

Mr. Olds continued: 


How these powers are used and the 
federal functions in this field per- 
formed will, of course, be determined 
by the people in the public interest. And 
I do not think they will be long misled, 
as the present federal administration 
has apparently been misled, by skill- 
fully designed propaganda as to the 
nature of the power business. Once the 
misconceptions created by that cam- 
paign are corrected, it will be clear that 


the federal function of developing and 
marketing power, with a preference to 
public and co-operative electric sys- 
tems, does not threaten extension of 
public ownership to the general field of 
private enterprise. 


|, wena of some of the major rec- 
ommendations of the report itself to 
the President, when placed in juxtapo- 
sition with the speech of Mr. Olds, clear- 
ly shows how far apart are the two poles 
of emphasis on this water policy issue. 
The report states (and, to this extent, Mr. 
Olds might agree) that a sound water 
policy must look toward an adequate sup- 
ply of water, prevent waste, reduce water 
pollution to its lowest practicable level, 
provide means for the best and most ef- 
fective distribution of water, improve 
navigation, and take steps to check the 
destructive forces of water which destroy 
land, property, and life. As Mr. Adams 
had earlier stated, the report sees many 
different problems in different areas. 
Unlike Mr. Olds, it declares that it is 
neither practicable nor desirable to have 
only federal responsibility. There is no 
single “national” water problem. 
The report recommends in part: 


2. Planning. That planning for wa- 
ter resources and related developments 
be conducted on a co-operative basis 
with representatives of all federal, 
state, and local agencies involved; and 
that this joint participation be continu- 
ous from the beginning in order that 
plans and projects developed assure the 
best and most effective use and control 
of water to meet both the current and 
long-range needs of the people of a 
region, state, or locality, and of the na- 
tion asa whole.... 

3. Organization. That an organiza- 
tion plan be adopted substantially as 
follows... : 
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(a) The position of Co-ordinator 
of Water Resources be established 
to provide presidential direction to 
agency co-ordination and to establish 
principles, standards, and procedures 
for planning and development of wa- 
ter resources projects. 

(b) An independent board of re- 
view be created to analyze the en- 
gineering and economic feasibility 
of projects and report to the Presi- 
dent through the co-ordinator. 

(c) Regional or river basin water 
resources committees be formed with 
a permanent nonvoting chairman ap- 
pointed by the President and with 
membership composed of representa- 
tives of all federal departments and 
states involved. 

(d) A permanent Federal Inter- 
Agency Committee, advisory in 
character, on Water Resources be 
established under the chairmanship 
of the co-ordinator composed of 
principal policy-making officials of 
the agencies concerned. .. . 

6. Evaluation. That evaluations of 
water projects by all agencies be on a 
uniform basis, requiring balanced con- 
sideration of all benefits and costs 
which can reasonably be measured in 
dollars, as well as consideration of 
other values not readily expressed in 
monetary terms.... 

7. Authorization. That each major 
water resources project be separately 
authorized by the Congress. ... 

8. Cost sharing. (a) That, as a gen- 
eral policy, all interests participate in 
the cost of water resources develop- 
ment projects in accordance with the 
measure of their benefits; that the fed- 
eral government assume the cost of 
that part of projects where benefits are 
national and widespread and benefici- 
aries are not readily identifiable; that 
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power and municipal and industrial 
water users pay the full cost of devel- 
opment; that where projects are pri- 
marily local, and the beneficiaries are 
clearly identifiable, the federal govern- 
ment’s contribution should be limited, 
with nonfederal interests bearing a 
substantial portion of the construction 
costs of the project as well as the re- 
placement, maintenance, and operation 
costs; and that under certain conditions 
the federal government may bear a 
higher proportion of the costs. ... 

(b) That the federal government 
encourage nonfederal assumption of 
responsibility for construction of water 
resources projects by such means as the 
payment of costs which would have 
been nonreimbursable had the projects 
been federally constructed, and the 
making or guaranteeing of loans to 
nonfederal interests for certain pur- 
poses under proper safeguards. ... 


7 days following the NRECA 
and chamber of commerce confer- 
ences in St. Louis, Columnist Peter Ed- 
son made an interesting attempt at an 
over-all appraisal of the report to the 
President in terms not only of its content, 
but of its political significance. The article 
appeared in The Washington Daily News 
of January 30, 1956. 

Comparison of recommendations for a 
new U. S. water resources policy from 
ex-President Hoover’s Commission on 
Government Organization and President 
Eisenhower’s Cabinet Advisory Commit- 
tee shows few similarities, the columnist 
said. 

The general objectives are the same in 
wanting to bring some order out of a hor- 
rible mess. It has grown into a national 
scandal, according to the columnist, be- 
cause of a lack of central direction and 
the rivalries of 25 competing government 
agencies. 








WHAT OTHERS THINK 


Mr. Edson described the genesis of the 
report as follows: 


The Eisenhower recommendations 
for correcting this situation were sent 
to Congress as the work of Secretary 
of Interior McKay, Defense Secretary 
Wilson, and Agriculture Secretary 
Benson. Actually, these three did little 
more than sign the report. 

It was drawn up by a sub-Cabinet 
committee of thirty, headed by Under 
Secretary of Interior Clarence A. Da- 
vis. Serving with him were Assistant 
Secretaries George H. Roderick of 
Army and Ervin L. Peterson of Agri- 
culture. They were aided by such tech- 
nical experts as Major General Samuel 
A. Sturgis, Jr., Chief of Engineers, 
Surgeon General Leonard A. Scheele, 
and the President’s Co-ordinator of 
Public Works, Major General John S. 
Bragdon. 

They met once a week for over a 
year and a half. They made no tran- 
script of their proceedings. Between 
sessions the staff did research and pre- 
pared papers. But in the end they agreed 
on a report which they say is politically 
realistic. 

At one point, General Bragdon made 
a comparison of Hoover Commission 
recommendations and the Davis com- 
mittee’s own findings. But Under Sec- 
retary Davis says they never took the 
Hoover report as a basic document and 
voted approval or disapproval of its 
findings. What they made was a com- 
pletely independent study. The Hoover 
report was not followed. 


S the fight is on, as Mr. Edson sees it. 
It will be a struggle primarily of in- 
terest in the West, where water rights 
mean survival. But the northeastern U. S. 


floods of last year and the growing de- 
mand for water for industrial uses, plus 
stream pollution, make this a number one 
issue all over the country, he wrote. 

The first of 15 recommendations by 
the Hoover Commission was that “Con- 
gress should adopt a national water pol- 
icy.” According to Mr. Edson, the Eisen- 
hower report dumps this recommendation 
right down the drain. 

“A uniform national blueprint for wa- 
ter resources development is neither 
practicable nor desirable,” says Mr. Ed- 
son, quoting the Eisenhower report. 
“Each area,” it continues, “must be con- 
sidered in the light of its own present and 
anticipated problems.” 

In short, Mr. Edson summed up, the 
Eisenhower plan looks to water policies 
developed by local interests, not by na- 
tional policy. The Hoover report recom- 
mended that the Department of Agricul- 
ture upstream flood-control program be 
transferred to Army Engineers. In the 
analysis of the columnist, the Eisenhow- 
er report passes up any idea of reorganiz- 
ing any of the 25 government agencies 
now dealing with water resources. It rec- 
ommends leaving them all in business at 
the same old stands—some even enlarged 
—but working together better in the fu- 
ture under a “co-ordinator.” 


6 in Hoover Commission recommend- 
ed that the Federal Power Commis- 
sion be given additional authority over 
the sale and production of all public pow- 
er, and to raise power rates, Mr. Edson 
stated. 

As the columnist analyzed it, the Eisen- 
hower report took the position it was not 
politically realistic to get the government 
out of power production. It could not 
pass Congress, so why consider it? 
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Strikers Stuck with Utility Bills 
HE public utilities commission of 
Oshawa, Ontario, recently notified 

1,000 striking General Motors workers 

that their water and light would be turned 

off unless delinquent bills are paid. 
In a letter to the UAW strikers, the 
commission said it considered the action 


The March of 
Events 


“drastic and regrettable,” but that it had 
no other course. About 10,000 of the 
17,000 employees on strike against GM 
of Canada work at the assembly and 
manufacturing plant in Oshawa. The 
UAW has been paying 25 per cent of their 
light and water bills every two weeks since 
the strike began. 


Arkansas 


Gas Rate Cut Ordered 


rN order recently issued by the state 
public service commission reduced 
the rates of domestic and commercial cus- 
tomers of the Arkansas Louisiana Gas 
Company as of February Ist and cleared 
the way for the refund of about $1,200,- 
000 to these customers in April. 

The company was told to reduce its 
residential rates for the first thousand 
cubic feet from $1.20 to $1.10 and to put 
into effect a decrease of 3 cents for each 
thousand cubic feet consumed thereafter. 
The cut for commercial users will be 


somewhat less. The total reduction for 
both classes of customers will approxi- 
mate $800,000 a year. 

The refund, with 6 per cent interest, 
will go to about 140,000 customers on 
Arkansas Louisiana’s integrated system. 
It will not apply to the nonintegrated sys- 
tem which gets gas from a pipeline not 
owned by Arkansas Louisiana. 

The average refund will be about $6.50 
for each customer. The refund will be by 
check. 

Large industrial customers also will get 
a refund of about $400,000 as a result of 
the approval of the new schedule. 


Georgia 


Natural Gas Authority 
Proposed 
Repay of a nonprofit Southeast 
Georgia Natural Gas Authority was 
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proposed by a bill introduced in the state 
legislature. 

Arguments in favor of the measure 
were led at a state senate committee hear- 
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ing early last month by B. D. Murphy, 
Atlanta attorney. He said the authority 
would issue revenue bonds or certificates 
to finance construction of a pipeline from 
a point in Oconee county to Brunswick, 
right through the area to be served. 
Murphy explained the authority would 
not sell gas at retail. Its major function, 


he said, would be to deliver the gas to the 
various cities on a wholesale basis. 

Opposition to the proposal came main- 
ly from representatives of the Georgia 
Coastal Natural Gas Corporation, which 
has been trying for several years to run 
a pipeline through much of the territory 
in question. 


Mississipp1 


Rate Base Change Opposed 


t pees was expressed at a state 
legislative hearing last month against 
a bill which would change the basis for 
fixing public utility rates from a fair re- 
turn on original investment to a fair re- 
turn on “reproduction costs new” or so- 
called “fair value” rate base. 

The protests came from representatives 
of municipalities, who also complained 


that provisions of the proposed legislation 
would destroy their rights to grant fran- 
chises to utilities. 

The attorney for the REA suggested 
that the state public service commission 
should determine the formula for setting 
up rates and not have the matter legislated 
as the bill proposed. 

Other provisions of the bill would bring 
electric and natural gas utilities under con- 
trol of the state commission. 


Nebraska 


Full-scale Airing of Power 
Problem Planned 


F lene Hayamen airing of the Nebraska 
public power situation before mem- 
bers of the state legislature appears vir- 
tually certain, it was reported last month. 

The Platte Valley and Loup River Pub- 
lic Power districts were in the process of 
sending letters to all state senators invit- 
ing them to two different briefing sessions 
this month, it was learned. Plans are for 
one meeting to be held at North Platte on 
March 14th for western senators and an- 


other at Columbus on March 21st for 
easterners, according to Platte District 
Manager Gerald Gentleman of North 
Platte. 

The meetings will be primarily to out- 
line merger plans of Platte and Loup, 
Gentleman said. But he added that the 
two districts will “stand ready to answer 
any other questions.” 

Gentleman said Governor Victor An- 
derson would be given all available in- 
formation on the power situation in ad- 
vance of the meetings with the legislators. 


New York 


Threatens to Bypass Congress 
ge Moses, chairman of the New 

York State Power Authority, said 
recently he would try to build the Niagara 
power project with or without permission 


of Congress. He warned that if Congress 
did not act at the present session, the au- 
thority would seek a license from the 
Federal Power Commission on its own. 
His warning of a showdown was con- 


MARCH 1, 1956 





PUBLIC UTILITIES FORTNIGHTLY 


tained in the authority’s annual report. 

The 1950 treaty that the United States 
negotiated with Canada regarding the 
Niagara river provides that no power 
project can be undertaken on the United 
States side without authorization from 
Congress. An attempt by the authority to 
obtain a license without congressional per- 
mission would precipitate a court chal- 
lenge of that “reservation” in the treaty, 
which Mr. Moses seems eager to do. 

Substantial legal opinion is said to hold 
that such insertions of strictly domestic 
provisions in international treaties are in- 
valid. It is said they do not have the effect 
of internal law because the treaty itself 
has not been adopted in the same manner 
as an internal law. 

A bill was introduced in the state legis- 
lature last month to permit the State 


Power Authority to build transmission 
lines or acquire privately owned lines by 
condemnation. The measure carried the 
support of Governor Harriman’s admin- 
istration. The proposal is in line with a 
similar provision in a bill before the 
United States Senate that would give the 
authority the right to develop hydroelec- 
tric energy at Niagara Falls. That meas- 
ure is sponsored by Senator Herbert H. 
Lehman (Democrat, New York). 
Counsel to Governor Harriman said the 
administration had not intended, in the 
measure introduced in Albany, to grant 
the authority the right to condemn pri- 
vately owned transmission lines. Asked 
whether the bill would be amended to 
make that point clear, he said it would be 
given “very serious consideration,” if the 
matter became a bone of contention. 


Tennessee 


Power Plant Bonds Slated 


HE city of Memphis recently asked 

Salomon Bros. & Hutzler of New 
York city to form a nation-wide invest- 
ment banker syndicate to underwrite ap- 
proximately $135,000,000 of revenue 
bonds. The proceeds will be used to finance 
a municipal steam power plant to supply 


Memphis with electricity after the city’s 
present contract with the Tennessee Val- 
ley Authority expires on June 1, 1958. 

The city’s decision to terminate this 
contract with TVA resulted in cancella- 
tion of the federal government’s agree- 
ment with the Dixon-Yates group for a 
power station at West Memphis, Ar- 
kansas. 


Virginia 


Tax “Acceleration” Bill 
Enacted 


HE state legislature recently gave 

final passage to a bill to carry out 
Governor Stanley’s recommendation that 
the deadline for paying state taxes on in- 
dividual and fiduciary income, together 
with taxes on public utility corporations, 
be moved forward several months to pro- 
duce an initial “one-shot windfall” of 
about $48,500,000 to help start a state 
building program. 
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Under terms of the bill, payments on 
1956 individual income will be due May 1, 
1957. Taxpayers on December 5th this 
year will pay taxes on their 1955 income. 
The public service corporation deadlines 
are changed from October Ist to June Ist. 

The bill also repealed the state’s auto- 
matic income tax reduction act, which 
provided for automatic state income tax 
cuts whenever the state general fund total 
revenues for a given year exceeded the 
governor’s budget estimated by a specified 
minimum amount. 
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Trends and Topics 


Power of Attorney General to Appeal Commission Order 


gala the Montana commission asked the state supreme court to hold 
the attorney general of Montana in contempt for discussing, in a public 
address, a rate case which was then pending on appeal. The court dismissed 
the petition without rendering an opinion. While it would be interesting to 
know the views of the court on the limited issue there presented, the incident 
brings to mind some larger questions: What authority, if any, in behalf of 
the people, has the attorney general of a state to challenge public utility rates 
or regulatory acts of the commission? May he appeal from a public service 
commission decision? 

The commissions are constitutional or statutory bodies created to regulate 
the utilities and protect the interests of the people. But the attorney general 
has traditionally been recognized as the defender of the public interest, and 
that power is a common law attribute of his office. Unless by legislative en- 
actment his authority has been curbed, it would appear that his official re- 
sponsibility extends to utility matters which reasonably affect the public in- 
terest. In some jurisdictions the attorney general’s duties are enumerated in 
detail by statute and are therefore clear. In other jurisdictions, however, where 
his powers are not so exactly specified, conflicts have arisen between his au- 
thority to protect the interests of the state in public utility matters and the 
authority of the commission. 

While decisions on this jurisdictional conflict are not numerous, neverthe- 
less the question has been decided a few times. A consideration of several cases 
will serve to point up the principal arguments that have been advanced. 


Arguments Supporting the Attorney General 


Only last year the Montana supreme court was called upon to determine 
whether the attorney general of the state could maintain an action to set aside 
rates fixed by the commission for a telephone company (10 PUR3d 313; 
followed in 10 PUR3d 323). It was decided that he could. The attorney gen- 
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eral brought the action in behalf of the state and the people to protect their 
interests from “an unwarranted, unlawful, and unreasonable increase in rates.” 

Citing many authorities, the court asserted that the attorney general rep- 
resents the state in all litigation affecting the public interest and may bring 
suits to protect the rights of the public. Was the instant action one which 
affected the public interest? To this question the court replied that rates and 
charges of the company could not be regulated if its business were not affected 
with a public interest. The court concluded that the subject matter of the 

‘ action did affect the public interest and declared that the attorney general, 
under the broad powers bestowed by the common law and unrestricted by 
statute, may represent that interest. Furthermore, said the court, aside from 
the rights of the people generally, the fact that the state was obliged to pay 
what were claimed to be unreasonable rates was sufficient to show the interest 
of the state. 

It had been contended that since the attorney general was the attorney for 
the commission, he could not challenge its decisions. The court observed that, 
although the commission was made a statutory defendant in the action, it was 
not a real party in interest, nor did it have a financial interest in the out- 
come of the proceeding. In dismissing the contention as one without merit, the 
court quoted from a New Jersey supreme court opinion which contained an 
able rebuttal of the argument. 

In the New Jersey Case (86 PUR NS 161), it was decided that the attorney 
general could appeal from a commission decision. The commission had dis- 
missed an order directing two utility companies to show cause why their rates 
should not be reduced, and the attorney general appealed. The commission 
contended that the prerogative of representing the public in utility matters 
was lodged in the commission. It argued that, although the attorney general 
had limited statutory power to appear in behalf of the commission, he did not 
have the right to appear in behalf of the people in lieu of the commission in 
matters wherein the commission acted in its capacity as an agent of the legis- 
lature. The commission insisted that the appeal was not one by the state 
against the public utility companies whose rates were in question, but an action 
by the attorney general against the commission itself, “in which he arrogantly 
substitutes his own judgment for that of the regularly constituted state agency 
and attempts to usurp the function granted it by the legislature.” The attorney 
general’s position was particularly anomalous, it was said, because he actually 
appeared in behalf of the commission at the hearings. 

The court disagreed with these contentions. The appeal was in no way di- 
rected against the commission. The commission was not a party to the pro- 
ceeding and its prerogatives were therefore not usurped by the attorney gen- 
eral. The court said that to hold otherwise would be tantamount to holding 
that a trial court is a party to an appeal from its own decision, or that the 
legislature is a party to a proceeding in which the constitutionality of a statute 
is contested. 

The court pointed out that it would be an odd situation if the people, 
through the executive, were unable to enforce the legislative restrictions placed 
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upon the commission’s functions. The question of proper rates, said the court, 
was one in which the citizens of the state had an interest that should be ade- 
quately represented. The court observed that the interest of the citizens is 
the interest of the state itself, and noted that the attorney general was required 
by statute to attend to all legal matters in which the state’s interests were in- 
volved. The state is not left without redress in its own courts, the opinion in- 
dicated, merely because no private citizen chooses to encounter the difficulty 
of defending it. It has placed this responsibility on the attorney general and 
has given him the right in behalf of the state to invoke the judgment of the 
courts on such questions of public moment. The court concluded that the com- 
mission’s challenge to the attorney general’s authority to take the appeal was 
not well made. 

A somewhat similar view of the attorney general’s authority was expressed 
by the Missouri supreme court in a decision (52 PUR NS 447) on an appeal 
by the attorney general from an order of the commission involving a utility 
company merger. The court could see no reason why the attorney general may 
not appear before the commission representing the state as a litigant, pro- 
vided it has a concrete interest, such as a pecuniary interest or one definitely 
affecting the general welfare of the state or its obligations and functioning, 
as distinguished from interests that are private or local. But since in this par- 
ticular instance the interests which the attorney general sought to protect were 
actually local rather than general, his right to appeal was denied. 


Contrary Views 


The negative side of the question was set forth in an early Montana com- 
mission decision (PUR1924B 8) on a complaint by the attorney general as 
to electric rates which he claimed were unfair and discriminatory. While this 
decision was later affirmed and followed (PUR1924D 545) by the commis- 
sion, it apparently now stands overruled in the light of the Montana supreme 
court opinion discussed above. Nevertheless, the commission’s arguments there 
expounded continue to have expository value. 

In deciding the complaint, the commission declared that since by statute it 
had been charged, as a state agency, with the regulation of utilities, it was not 
reasonable for the attorney general, himself a state agent, to assail its regu- 
latory acts unless he was given supervisory power over the commission. No 
such power, however, had been granted. 

It was pointed out that because the attorney general was required by statute 
to enforce and defend the regulatory acts of the commission, he was prohibited 
by clear implication from attacking them. ‘The obligation to enforce and de- 
fend is so inconsistent with the existence of the power to attack that the two 
cannot exist together.” The commission cited in support of this view a Wis- 
consin supreme court decision which asserted that such inconsistency should 
be avoided, if for no other reason, in the interest of good administration. 

While the commission indicated that the right of the state to complain as 
a user was well established, it said the instant complaint in behalf of the state 
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in its governmental representative capacity presented the anomalous situation 
of the state attacking rates which it had itself established. “The absurdity of 
such a position,” said the commission, “requires no comment .. .” 

In a case before the Maryland court of appeals (76 PUR NS 238), it was 
said that although a duty was placed upon the “people’s counsel,” a statutory 
officer, to appear before the commission in behalf of the public interest, he 
could not prosecute appeals from commission orders. He was given no express 
statutory power to appeal, and no reason appeared to the court why he should 
be given such a power by implication since the people of the state were other- 
wise afforded an adequate check upon the commission in the performance of 
its duties by virtue of the power of the governor to remove commissioners for 
inefficiency or misconduct. 





Review of Current Cases 


Reproduction Cost Rate Base Upheld and Net Investment 
Base Rejected 


HE supreme court of Ohio affirmed a 

commission order authorizing the 
Ohio Bell Telephone Company to increase 
rates to yield a return of about 5.94 per 
cent (8 PUR3d 136). In doing so, the 
court reaffirmed the commission’s adher- 
ence to a reproduction cost rate base. 


Statutory and Court Standards 


The state statutes and court decisions 
indicate that the commission must find a 
reproduction cost rate base, determine 
what percentage will represent a fair an- 
nual return, determine the dollars annual 
return by applying the return percentage 
against the dollar amount of the rate 
base, determine operating expenses, add 
the dollar amount of return to annual ex- 
penses to determine allowable gross an- 
nual revenues, and fix rates to yield such 
revenues. 


Opposition Arguments 


Opponents of the rate increase argued 
that the dollar amount of return should be 
based upon the company’s actual earnings 
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requirement and that, after this is done, 
the return should be found by determining 
the percentage of the statutory rate base 
which such dollar amount of return rep- 
resents. 

It was further argued that the 5.94 per 
cent return on the company’s rate base 
would, if 45 per cent of its capital were 
replaced by debt, represent 9.26 per cent 
earnings on “total capitalization” and a 
9 per cent return on “net investment.” 

The court rejected these arguments. It 
said that since the percentage return is to 
be related to reproduction cost new less 
depreciation, neither the actual capital 
(net investment) nor actual earnings re- 
quirements are material. Any such meth- 
ods of testing the dollar amount of return 
would, according to the court, eliminate 
any need for determining the statutory 
rate base. The court also held that even 
though a company partially capitalized 
with debt would have lower earnings re- 
quirements than one with no debt, there 
was no showing that the Ohio Bell Tele- 
phone Company’s allowed return exceeded 











that which would be reasonable for a com- 
pany with sufficient capital to purchase 
the property at reproduction cost new 
values. 


Depreciation Deductions 


Those objecting to the rate base deter- 
mination claimed the commission should 
have deducted a larger amount for ac- 
crued depreciation, citing City of Colum- 
bus v. Ohio Pub. Utilities Commission, 
86 PUR NS 496. This case held that the 
depreciation reserve, to the extent that it 
exceeds the present or accrued deprecia- 
tion of utility property, if invested in new 
or additional property, may not be in- 
cluded in and treated as part of the rate 
base. The court decided, however, that 
existing depreciation, unadjusted for 
amounts in the depreciation reserve or 
other factors, should be deducted from 
the reproduction cost new of the property 
to determine the rate base. 


Fallacies Exposed 


The court observed that one fallacy in 
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the reasoning supporting a conclusion 
such as that stated in the City of Colum- 
bus Case, was disclosed by portions of the 
opinion indicating that the judge pro- 
ceeded upon the premise that the rate base 
was limited by the invested capital of the 
utility. That premise has been consistently 
rejected by the court. After considering 
the various authorities cited, the court 
concluded that it should approve and fol- 
low the ruling in City of Marietta v. Ohio 
Pub. Utilities Commission, 71 PUR NS 
186, in which the court held that “since 
a public utility is entitled to a reasonable 
return on the fair value as of a date cer- 
tain of its property actually used and use- 
ful for the convenience of the public, even 
though the utility carries on its books a 
reserved depreciation account largely in 
excess of the actual depreciation found by 
the commission, such excess depreciation 
should not also be deducted from the pres- 
ent reproductive cost of the utility prop- 
erty in determining a rate base.” City of 
Cleveland v. Ohio Pub. Utilities Commis- 
sion, Nos. 34444, 34445, January 25, 
1956. 





FPC Imposes Rate Condition in Independent Gas 
Producer Certificate 


A NATURAL gas pipeline and an inde- 
pendent producer had contracted for 
the sale of residue gas processed by a 
gasoline plant. The price per Mcf had 
been set at 12 cents. Applications were 
made to the Federal Power Commission 
requesting that a certificate be issued to 
the producer authorizing the sale of such 
gas at the contract price, and to the pipe- 
line company authorizing the construc- 
tion and operation of a line for transmis- 
sion of the gas. 

The evidence presented was both clear 
and uncontradicted with respect to the 





effect of granting the producer a certifi- 
cate covering its proposed sale at the con- 
tract price. The general area price for 
natural gas would become 12 cents rather 
than 10 cents per Mcf, unless the com- 
mission later refused to permit rate in- 
crease applications by other sellers in the 
area filed as a result of a 12-cent rate for 
this producer. But even such later action 
could be effective only with respect to in- 
terstate sales and, further, such later re- 
fusal would be difficult to justify if the 
instant price was authorized. 

Two protesting pipeline companies con- 
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tended that the commission should impose 
a rate condition if the certificate was 
granted. Having decided that public con- 
venience and necessity required the grant, 
the commission confined itself to discuss- 
ing its power to impose such a condition 
and the propriety thereof. 


Power to Impose Rate Condition 


The producer contended that the com- 
mission was without legal authority to 
condition the certificate. Since a filed rate 
schedule, consisting of the producer’s 
contract with the pipeline company and a 
statement showing estimated sales and 
billing for the first month of service, had 
been accepted for filing by the commis- 
sion, the producer claimed that this be- 
came an initial rate schedule secure from 
any power to condition. Such initial rate 
schedule could not be rejected or sus- 
pended. 

The producer relied, for additional 
support, on the fact that it had been is- 
sued a temporary certificate and was 
presently making deliveries to the pipe- 
line company. 

The commission found the producer’s 
contentions to be without merit, pointing 
out that its power to impose rate condi- 
tions, where appropriate, in granting cer- 
tificates of public convenience and neces- 
sity had been upheld by the courts. In 
1954 alone, 52 certificates had been issued 
subject to rate conditions. 

The power to condition, said the com- 
mission, is found in the need to protect 
the public interest in a timely manner 
when a new service is authorized. Fur- 
thermore, there was no basis upon which 
to distinguish the power with reference 
to the issuance of a certificate to an inde- 
pendent producer and the exercise of such 
power with reference to an interstate 
pipeline company. The Natural Gas Act 
applied to both. 
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The producer’s argument that accept- 
ance of its rate schedule had removed the 
rate from the commission’s power to con- 
dition was held to be erroneous. If this 
contention were correct, any independent 
producer could prevent imposition of a 
rate condition in a certificate for a new 
service merely by properly and timely 
filing a schedule. 

Acceptance of a rate schedule for filing 
did not involve a determination by the 
commission of a substantive nature, nor 
did it indicate approval of the level or 
form of the rate set forth, or of the con- 
ditions of service. Such acceptance was 
merely a procedural matter wherein the 
company involved was informed that the 
filed schedule satisfied formal require- 
ments. 

The term “initial rate schedule,” held 
the commission, had no legal or substan- 
tive significance. The level of rates pro- 
posed was an element of the application 
at issue, and the commission had ap- 
proved neither. Nor was the question of 
suspension of a rate schedule involved. 
The producer was not proposing to re- 
place a filed rate schedule with a schedule 
providing for increased rates. 

Furthermore, the producer was not 
aided by the fact that it had been issued 
a temporary certificate. Such certificate had 
been issued to avoid flaring of gas, and to 
afford the producer a temporary market 
for its gas and the pipeline company a 
temporary supply of gas. Both applicants 
knew that their applications might later 
be denied, thus assuming the risk when 
they proceeded with the sale and purchase. 

Certainly, said the commission, if the 
greater thing, the application, could be 
denied, the producer could not complain 
if a lesser element, the precise rate pro- 
posed, was not permitted. The temporary 
certificate had been issued without preju- 
dice to such disposition regarding author- 
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ity on rates as the commission might later 
be disposed to make. 


Propriety of Rate Condition 


Having decided it had the power to 
impose rate conditions in a certificate, the 
commission went on to discuss the pro- 
priety of doing so. The producer contend- 
ed that the contract rate was reasonable 
because it was the result of arm’s-length 
negotiation under free competitive eco- 
nomic conditions. No other defense of 
the proposed rate was made. The argu- 
ment that the commission must or may 
limit its inquiry with respect to the rates 
of an independent producer to the ques- 
tion of arm’s length was said to be un- 
tenable. 

The determination that a producer’s 
sale is at arm’s length is not sufficient 
alone to prove reasonableness. 

The producer had the burden of prov- 
ing all elements of its application so that 
the commission could conclude whether 
the service proposed was or would be re- 
quired by present or future public con- 
venience and necessity. A vital element of 
such proof is concerned with the rates 
proposed. This it had not done. 

The commission was convinced that a 
rate structure which had prevailed in the 
area for some time should not be dis- 
turbed without a showing, more substan- 
tial than appeared on the record, that 
such a change was necessary and that the 
proposed rates would be just and reason- 
able. The commission concluded that the 
certificate should be granted subject to 
the condition that the producer file a 
schedule providing for a 10-cent rate. 
Such action was necessary to forestall a 
general price increase in the region and 
hold the line and preserve the status quo, 
at least until experience and time had 
given the commission the opportunity to 
develop more comprehensive criteria gov- 


erning determination of rates of inde- 
pendent producers. 


Rate Investigation in Lieu 
Of Condition 


It had been suggested that, rather than 
order a rate condition in the certificate 
proceeding, the commission order com- 
mencement of a rate investigation. Re- 
course to such a proceeding would have 
several critical disadvantages, detrimen- 
tal to the public interest. Fundamental to 
the concept of rate regulation of a natu- 
ral monopoly, said the commission, is the 
principle that the burden of demonstrat- 
ing the reasonableness of the rates and 
charges assessed on and to be collected 
from ratepayers should rest primarily in 
the proponent of the rate. 

In a proceeding under the Natural Gas 
Act, however, once a schedule of rates 
had been filed and became effective, the 
burden of going forward with the evi- 
dence had to be borne by the complainant 
or by the commission commencing an in- 
vestigation on its own motion. Moreover, 
such a proceeding was certain to entail a 
long delay. The commission would be 
confronted by a multiplicity of actions, 
all brought on by failure to act in the first 
instance. 

The commission made it clear that the 
10-cent rate condition imposed in the cer- 
tificate was not a definitive rate, but was 
imposed as an interim measure to protect 
the public interest. The commission had 
not found that the rate was just and rea- 
sonable. Neither had it foreclosed an in- 
vestigation into the rates of the producer. 
No showing had been made by the pro- 
ducer that the proposed 12-cent rate was 
just and reasonable, and it had failed ef- 
fectively to challenge either the evidence 
attacking its proposed rate or the evidence 
supporting a 10-cent rate. 

The producer was advised that the cer- 
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tificate condition did not foreclose its fil- 
ing any changes in its rate structure which 
it felt necessary, and which it was able to 
support. On the showing made contempo- 
raneously with the filing, or after an in- 
vestigation and suspension proceeding 


3 


had been commenced, the commission 
could then rule on the justness and rea- 
sonableness of such changed rates and 
charges. Re Cities Service Gas Co. Dock- 
et Nos. G-2569, 2570, Opinion No. 288, 
November 28, 1955. 


Hush-A-Phone Complaint against AT&T Dismissed 
By FCC 


HE Federal Communications Com- 
mission, in a long-awaited decision, 
dismissed the complaint that had been 
brought against the American Telephone 
and Telegraph and Bell system com- 
panies by the Hush-A-Phone Corporation. 
The Hush-A-Phone is a cup-like device 
which snaps on the telephone transmitter 
and which the manufacturer claims gives 
privacy and quietness to the user. The 
commission found that the device im- 
paired the quality of telephone service, 
that Bell should not be required to permit 
its use in its system, and that the tele- 
phone companies’ foreign attachment 
tariff prohibitions need not be revised. 
The tariff provisions in question pro- 
hibited customers from attaching or con- 
necting with company facilities any equip- 
ment, apparatus, circuits, or devices not 
furnished by the company. The language 
of the tariff is clear, said the commission, 
and includes the Hush-A-Phone. The 
tariff prohibition applied equally to non- 
electrical and electrical devices. The dis- 
tinction between the two types of devices 
in the case of an instrument, such as the 
Hush-A-Phone, was held to be without 
significance because one of the functions 
of the device was to act upon speech 
sounds entering the telephone and elec- 
trically transmitted over the circuits. 
A telephone company’s control over the 
use of foreign attachments, through rea- 
sonable tariff regulations, was considered 
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necessary and proper. If management 
were not allowed to exercise such control, 
the unrestricted use of foreign attach- 
ments by the public could result in impair- 
ment to the quality and efficiency of tele- 
phone service, damage to telephone plant 
and facilities, or injury to company per- 
sonnel. 

The commission recognized its respon- 
sibility, under the Communications Act, 
to guard against any unreasonable re- 
straints by common carriers subject to its 
jurisdiction. The commission held, how- 
ever, that the use of the Hush-A-Phone 
adversely affected transmission impair- 
ment when used to obtain privacy. The 
silencing device also had an adverse ef- 
fect upon recognition and naturalness of 
the user’s voice, thus creating a receiving 
impairment. 

The Hush-A-Phone was also found to 
have certain advantages. It provided pri- 
vacy in those instances in which the 
talker and the eavesdropper were located 
in a quiet environment and it also ex- 
cluded a considerable amount of noise 
from telephone circuits. However, said 
the commission, telephone users could ob- 
tain from the telephone companies push- 
to-listen and push-to-talk switches which 
could be used to exclude noise from cir- 
cuits. 

The significant factor of the device was 
narrowed down to providing privacy to a 
talker in a quiet environment. This bene- 
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fit, said the commission, did not balance 
the public detriment involved in the loss 
in intelligibility, together with the adverse 
effects mentioned above. 

The commission was of the opinion that 
the unrestricted use of the Hush-A-Phone 
could result in a general deterioration of 
the quality of interstate and foreign tele- 


e 


phone service. Accordingly, it was not 
considered an unjust and unreasonable 
practice upon the part of the telephone 
companies to prohibit the use of such de- 
vices in connection with their services. 
Hush-A-Phone Corp. v. American Teleph. 
& Teleg. Co. Docket No. 9189, December 
23, 19535. 


Court’s Independent Judgment on Evidence Not 
Required in Certificate Appeal 


O* an appeal from a commission order 
involving a motor carrier certificate, 
the Pennylvania superior court refused to 
exercise its independent judgment on the 
record or weigh conflicting evidence. In- 
quiry on such an appeal, it was said, should 
be limited to the question whether there 
is substantial evidence to support the find- 
ings and order of the public utility com- 
mission. 

The court indicated that while any order 
should be supported by sufficient specific 
and definite findings to enable a court to 
review the case and pass upon the legal 


= 


questions involved, it may not always be 
necessary in cases involving motor carrier 
certificates to make findings as detailed 
as in rate cases. 

The order in the instant proceeding was 
not sufficiently clear to admit of a deter- 
mination by the court as to the extent and 
scope of the rights intended to be granted. 
The record was therefore returned to the 
commission for clarification of its order 
and for the making of specific findings of 
fact. Noerr Motor Freight, Inc. et al. v. 
Pennsylvania Pub. Utility Commission et 


al. 118 A2d 248. 


Taxicab Allotment Dilemma Resolved by Grants 
To Nonapplicant Competitors 


ie taxicab companies operating in the 
city of Denver presented a regulatory 
problem to the Colorado commission in 
the nature of a dilemma. The companies 
applied for authority to operate a total of 
19 cabs over the number then authorized 
by the commission. While the evidence 
indicated that they had for some time op- 
erated additional cabs beyond authority, 
it also appeared that a substantial public 
need existed for more cabs on the city 
streets. 

Should the commission grant the appli- 
cations and thereby ratify the unlawful 


acts of the applicants? Or should it 
deny the requested authority because of 
the unauthorized operations and by so do- 
ing deny the public a needed service? 

The commission decided to grant the 
applications but at the same time make 
proportionate cab allotments to the other 
taxicab companies in the city, notwith- 
standing that the latter had filed no appli- 
cations for additional cabs. 

Thus the public need was provided for. 
As to the unauthorized operations, the 
commission indicated, in effect, that the 
applicants would take nothing by their 
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sharp practices since the increased allot- 
ments to the other companies would tend 
to maintain the same degree of competi- 
tion in the city. 

The commission justified the increases 
in cab allotments to the other Denver com- 
panies, though no further allotments were 
sought, on the ground of public necessity. 
One commissioner dissenting as to this ac- 
tion, besides pointing out that these car- 
riers had established no need for addi- 


tional cabs, asserted that the gratuitous 
grant might create internal problems for 
them. He also raised the point that com- 
peting carriers—the two applicants here 
—were entitled by statute to receive notice 
in these matters, and an opportunity to 
appear and cross-examine. Re Yellow 
Cab, Inc. et al. Application Nos. 13622, 
13623, PUC Nos. 2204, 2378, 1481, 
1223, 1529, 2450, 1221. Decision No. 
44944, November 23, 1955. 


Rural Electric Association May Not Serve Area 
Annexed to City 


non supreme court of Georgia has re- 
versed a trial court’s action in pre- 
venting a city’s interference with a rural 
electric association’s establishment of 
permanent electrical service to homes lo- 
cated in an area recently annexed to the 
city. 

The association had no permanent elec- 
trical installations in the area before its 
annexation to the city. 


The association procured applications 
from home owners in the area for per- 
manent service after annexation. The 
court ruled, however, that since the com- 
pany had no statutory power to serve the 
area, it had acquired no property rights in 
the annexed areas and, therefore, no 
grounds for equitable relief. City of Moutl- 
trie v. Colquitt County Rural Electric Co. 
89 SE2d 657. 


Exceptions to FPC Examiner’s Report 


HE Federal Power Commission de- 
nied a motion for leave to file a brief 
in opposition to exceptions to a decision 
of its presiding examiner. It believed no 
useful purpose would be served by grant- 
ing the motion. 
The commission’s rules of practice and 
procedure make no provision for the filing 
of answers or briefs in opposition to ex- 


ceptions taken to decisions of presiding 
examiners. 

The federal commission decided that 
no facts or circumstances were alleged or 
shown in support of the motion to justify 
a deviation from these rules of practice 
and procedure. Skelly Oil Co. v. Okla- 
homa Nat. Gas Co. Docket Nos. G-5380, 
G-5260, November 7, 1955. 


Surcharge Preferable to Customer Contribution for 
High-cost Service Extension 


lations governing the installation of 
mains, service pipes, connections, and fa- 


HE New York commission recently 
reviewed and revised rules and regu- 
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cilities by water companies. Two funda- 
mental approaches to the problem were 
discussed. One was that the customer 
should pay for the cost of any extension 
which is not compensatory to the utility 
furnishing the service, or to put it another 
way, that the customer should furnish the 
utility company with the capital to expand 
its plant. 

The second approach, which the com- 
mission favored, was that the utility it- 
self was obligated to furnish the capital 
to enlarge its plant, but if the cost of serv- 
ing the customer became so disproportion- 
ate as to impose an undue burden on other 
customers, then the company should be 
compensated with additional revenue 
from the new customer. The commission 
drew the distinction finer, saying that one 
approach required the customer to con- 
tribute capital, the other said that the cus- 
tomer should contribute only revenue. 


Operation of Surcharge Rule 


The rules under review required that 
a water company provide service for a 
customer on a public street, if he was 
within 75 feet of an existing main capable 
of giving service. If he was further, he 
could obtain service by paying a surcharge 
of 9 per cent of the cost on the portion of 
the main beyond 75 feet. If additional 
customers were later added, such sur- 
charge was either adjusted or terminated. 
Likewise, the surcharge stopped if reve- 
nue equaled 25 per cent of the cost of the 
extension. 

Some of the companies argued that, al- 
though rates had increased during the last 
fifteen years so that the revenue per cus- 
tomer had increased, such increase had 
not been as great proportionately as the 
cost of new installations. The commission 
was requested to reduce the amount of 
footage to compensate the company for 
extensions which on their face did not ap- 


pear to afford the same rate of return as 
that from existing customers. 

In reality, said the commission, no such 
situation exists. The company was not af- 
fected by the amount which it was re- 
quired to invest to serve any particular 
customer. Such investment became a part 
of its rate base and it was entitled to earn 
upon it. The people who were harmed, if 
any, were existing customers since, with 
the growth of investment, increased rates 
would affect them. 

The commission pointed out that the 
situation was not unique in the case of 
water companies. It is particularly no- 
ticeable in the telephone industry where, 
because of increased costs of construction 
and additional switching equipment re- 
quired, an increase in the number of cus- 
tomers increased the investment per unit 
and reduced the return upon the entire in- 
vestment. This factor, said the commis- 
sion, was one of the chief reasons why 
various telephone companies had asked 
for rate increases. To a lesser extent, the 
same thing was true of electric and gas 
companies. Distribution equipment to 
serve additional customers was installed at 
higher cost. 

The commission was of the opinion that 
the very nature of a utility business en- 
visioned that the utility had the duty un- 
der reasonable circumstances to serve all 
customers within its franchise territory. 
The commission had noticed a great 
change in the thinking on this subject over 
the last twenty-five years. There existed 
in New York no political subdivision 
where electricity was not served. 

The same was true of telephone service 
and of gas service in areas where gas was 
available. The mere fact that one cus- 
tomer had utility service and could be 
benefited if his neighbors were not so 
served was completely contrary to en- 
lightened thinking on the subject. It fol- 
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lowed, therefore, that solely by reason of 
increased construction costs, there was no 
justification in reducing the 75 feet pres- 
ently allowed. 


Surcharge Rule Amended 


Under the present rules, the 9 per cent 
surcharge could run to eternity if not 
terminated by conditions noted above. 
The commission thought it far better that 
the surcharge run for a fixed period since 
such a limitation had worked well with 
electric extensions. The maximum period 
decided upon was ten years. The sur- 
charge was also increased to 12 per cent 
to compensate for changed conditions. 
Taxes, particularly income taxes, had ma- 
terially increased since the adoption of 
the rules. 

The argument might be advanced that 
the surcharge was consistent with the 


e 


theory that the customer would furnish 
the capital contribution, on the grounds 
that, assuming it continued for the 
10-year maximum term, it was equivalent 
to the customer paying the cost of the ad- 
ditional construction in instalments with 
interest approximating 4 per cent. Such an 
argument however, said the commission, 
would ignore the fact that the extension 
involved other costs, such as maintenance, 
depreciation, or provision for replacement, 
and taxes. The commission again stated 
that whatever the customer paid by rea- 
son of the noncompensatory length of 
the construction should not be regarded 
as capital contribution but should be 
credited by the company to the revenue 
accounts. Re Rules and Regulations Re- 
garding Installation of Mains, etc., by 
Water Works Corporations, Case 9328, 
December 13, 1955. 


Water Service Connection Regulation Upheld 


nia anigemidanes adopted by a water dis- 
trict permitting service connections 
only to houses facing a street having a wa- 
ter main was upheld by the Kentucky 
court of appeals as a reasonable control 
appropriate to the orderly expansion of 
the district’s water system. The court also 
ruled that the regulation was reasonable 
as an aid to fire protection. 

After adoption of the regulation, a 
customer being served from the street to- 
ward which his house faced, extended his 
water line and connected it without a sepa- 
rate meter to another house he had con- 
structed which faced away from the 
street. 

This connection was made without 
the consent of the water district. An ac- 
tion brought to compel compliance with 
the regulation and discontinuance of the 
unauthorized connection was dismissed 
by the trial court and the district appealed. 
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Discrimination Questions 


The customer contended that the regu- 
lation was discriminatory and that it was 
an arbitrary attempt to control the direc- 
tion in which houses should be made to 
face. As to the first charge, it was shown 
that other noncomplying users had ob- 
tained service before adoption of the rule 
and that it did not therefore apply to them. 

Nor could the court discover any merit 
in the second contention relative to the 
location of houses, in the face of positive 
proof that the measure was intended to 
control the orderly expansion of the wa- 
ter system and encourage the laying of 
mains to provide adequate fire protection. 
Public service corporations, such as water 
districts, said the court, have the right to 
make and enforce reasonable rules and 
regulations for the conduct of their busi- 
ness. Middletown Water District v. Tuck- 
er, 284 SW2d 666. 
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Lawsuit against Electric Association No Excuse 
For Denying Service 


§ gon Mississippi supreme court af- 
firmed the action of a trial court in 
ordering an electric power association to 
furnish to an applicant, service which had 
been discriminatorily withheld. 

The association argued that it was 
justified in withholding service because 
the applicant was the tenant of a landlord 
who was then prosecuting an action 
against the association for the cutting of 
trees on the landlord’s property. The as- 
sociation showed that its board of direc- 
tors had adopted an order against serv- 
ing the property of any person while liti- 
gation existed between such person and 
the association and insisted that the order 
was impartially applied. 


Service Obligation 


Although the court did not deem it nec- 
essary to determine whether the associa- 
tion was a public utility and for that rea- 
son bound to furnish service to the appli- 
cant, it ruled that the association, in ac- 
cepting its charter under the state Elec- 
tric Power Association Act, assumed the 
obligation to render nondiscriminatory 
service to all persons who lived in the 
area which it served and who applied for 


membership and agreed to use electricity 
supplied. Such persons are entitled to 
nondiscriminatory service just as the in- 
habitants of a municipality which op- 
erates an electric distribution system have 
a right to service upon a nondiscrimina- 
tory basis. The provisions of the act re- 
quiring service to such persons were nec- 
essary, said the court, to justify the dele- 
gation to the association of the power of 
eminent domain. 

The court declared that the order of 
the association’s board of directors pro- 
hibiting service to the property of owners 
who were in litigation with the associa- 
tion was “unreasonable, arbitrary, and 
discriminatory” and afforded no justifi- 
cation for refusing to supply the applicant 
tenant. 

Damages 


To the extent of the lower court’s 
award of punitive damages and attorney’s 
fees, however, its judgment was reversed 
since the granting of such relief was not 
within the province of its equity jurisdic- 
tion. The cause was therefore remanded 
for assessment of compensatory damages 
only. Capital Electric Power Asso. v. Mc- 
Guffee et al. 83 So2d 837. 


Reorganization Plans for Transit System Disapproved 
For Unsatisfactory Capitalization 


? [ ‘HE New York commission disap- 


proved reorganization plans sub-- 


mitted by the trustee in reorganization of 
a transit system pursuant to an order of 
the federal district court for the southern 
district of New York. The commission 
was asked to pass upon the plans with 
respect to their public interest aspect and 
the question of their fairness. 


The commission viewed its obligation 
as one to determine a sound capital struc- 
ture for the reorganized system, giving 
primary consideration to the public in- 
terest while leaving to the court the 
evaluation of creditors’ claims and the 
distribution of securities among them. In 
deciding upon the amount of securities to 
be authorized, the commission was guided 
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by the established judicial interpretation 
of the Bankruptcy Act, under which these 
reorganization proceedings were insti- 
tuted, requiring primary, if not sole, con- 
sideration of capitalized earnings. 


Value Contentions Criticized 


It was contended that the value of the 
company exceeded the net book value as 
well as the rate base because of duplica- 
tion cost, capitalized earnings value, and 
the effect of a large tax loss carry-over on 
future earnings. 

The commission was of the opinion 
that the tax loss carry-over represented a 
real commercial value for which a pur- 
chaser would be willing to pay. Another 
item, relating to former street railway op- 
erations, designated “amortization of in- 
tangibles,” which would be deductible for 
income tax purposes from future earn- 
ings was similarly regarded. While these 
items are contingent on earnings and have 
no place on the balance sheet (except, of 
course, in a footnote) as assets against 
which stock might be issued, the commis- 
sion indicated that they must be con- 
sidered in capitalizing future earnings. 

The commission did not believe, how- 
ever, that the company’s buses had any 
duplication value in excess of book value 
since the accrued depreciation relating to 
the book value figure comprehended not 
only the age of the property but also life 
expectancy and salvage, and therefore re- 
flected any appreciation that might prop- 
erly be included in the duplication cost. 

The contention as to duplication cost of 
land and buildings was no better founded. 
It contemplated a valuation of the land at 
its highest value without the buildings 
then resting on it. Moreover, the duplica- 
tion cost of the existing buildings was 
calculated without regard for the fact that 
some of them clearly would not be dupli- 
cated. 
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Earnings Estimates 


Besides the positive elements of value, 
a negative one was put forward. Although 
no claim was presented before the bank- 
ruptcy court in respect to any present 
value of future pension rights against the 
company, nevertheless a pension policy 
had been established in the past through 
collective bargaining agreements. Because 
of its potential effect upon labor relations, 
the commission felt that this item, pro- 
ducing extra future operating costs, must 
be considered in determining future earn- 
ings. 

In calculating the amount of earnings 
that may be anticipated, the commission 
indicated, three elements must be taken 
into consideration: (1) the past earnings 
of the company, (2) the fact that it is a 
regulated enterprise, and (3) the fact that 
it operates in competition with other 
modes of transportation. Giving due 
weight to each of these determinants, and 
allowing for all other factors, besides in- 
cluding the future tax savings items, the 
commission arrived at a capitalized earn- 
ings figure of $15,000,000, only slightly 
above that proposed by the first mortgage 
bondholders. 


Proper Capitalization 


Any transportation company, said the 
commission, if it is to render adequate 
service to the public, must be so financed 
that on any expectation of earnings it will 
be able to meet its fixed charges, though 
it must, of course, earn more than this to 
provide for adequate dividends on stock 
and the accumulation of a proper surplus. 

The trustee proposed the issuance of a 
relatively large amount of mortgage 
bonds, preferred stock of nominal stated 
value but with a high call price, and com- 
mon stock. The commission, realizing the 
practical need in this case for a substan- 





PROGRESS OF REGULATION 


tial issue of mortgage bonds, expressed 
approval of an issue in the vicinity of $8,- 
500,000. But such an issue, it indicated, 
must contain provisions for a sinking 
fund, together with restrictions on the 
payment of dividends on stock, to insure 
that they would be paid down to an 
amount not exceeding the market value of 
the land and buildings before the payment 
of any dividends. 

The commission was of the opinion 
that if an intermediate security were to 
be issued, income debentures with inter- 
est payable only if earned would be more 
suitable than the proposed preferred stock 
in view of the tax saving, because of the 
reduction in fixed charges payable wheth- 
er earned or not, and because income de- 
bentures would tend toward a simpler 
structure. But the parties manifested no 
interest in income debentures. 

The commission indicated that it would 
approve an issue of common stock in the 
amount of about $2,500,000 which, to- 
gether with the issue of mortgage bonds, 


would equal the net book value of the com- 
pany less the commission’s estimate of 
actual depreciation. 


Current Assets 


One more matter which the commission 
regarded as of fundamental importance 
was the sufficiency of current assets to in- 
sure proper operations of the reorganized 
company. The proposed plans were defi- 
cient in this respect. The commission 
thought the company should begin opera- 
tions with net current assets, including 
cash, equal to approximately one month’s 
disbursements, considering that peaceful 
labor relations were not certain and that 
difficulty in obtaining short-term financ- 
ing might be encountered because of the 
relatively large mortgage debt proposed. 

Since none of the plans submitted con- 
formed to the commission’s standard of 
capitalization in all particulars, they were 
disapproved. Re Doyle, Trustee, Third 
Avenue Transit Corp. et al. Case 17399, 
January 9, 1956. 


City Operation of Safety Devices at Crossings Not 
Inconsistent with Commission Authority 


HE Ohio supreme court upheld an 

order of the state commission requir- 
ing a railroad to install safety devices at 
a street crossing within the limits of a 
city. 

The proceeding was instituted by the 
city manager, and the railroad appealed 
from the decision. Indicating that the 
order was based upon ample evidence, the 
court refused to substitute its judgment 
for that of the commission. 

The company contended that the com- 
mission no longer had jurisdiction over 


municipal crossings because of a statute 
which conferred authority upon munici- 
palities to purchase and operate safety de- 
vices at crossings within their limits. 

The court ruled that the statute was 
in no way incompatible or inconsistent 
with the commission’s established jurisdic- 
tion in such matters. Nor did it give mu- 
nicipal corporations power, the court 
added, to order railroads to install protec- 
tive devices. New York C. R. Co. et al. v. 
Ohio Pub. Utilities Commission, 130 
NE2d 365. 
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Other Recent Rulings 


Hearing Not Required on Carrier 
Transfer. The Colorado commission re- 
fused to set aside its order approving the 
transfer of a private carrier permit, which 
order was entered without notice or hear- 
ing to interested parties, since notice and 
hearing in such a proceeding are not re- 
quired. Re Gibson, Decision No. 44974, 
Application No. 12966-PP, November 30, 
1955. 


Reduction of Interstate Scrap Rates. 
The Wisconsin commission denied a ship- 
per’s request that the commission institute 
a proceeding before the ICC to reduce in- 
terstate scrap iron rates where such rates 
were properly published and filed, were 
not excessive when compared with the 
standard used by the ICC, and no evidence 
had been presented to show that the rates 
were excessive or discriminatory, or were 
levied in violation of law, or in conflict 
with ICC rules. Re Lorman Iron & Metal 
Co. 2-R-3003, December 7, 1955. 


Motor Carrier Extension Denied. An 
extension of a motor common carrier per- 
mit was denied by the Colorado commis- 
sion since it was not shown that existing 
service was inadequate and since it ap- 
peared that the extension would create 
such competition as to make operations 
unprofitable for all carriers concerned. Re 
Thompson (Flagler-Denver Truck Line), 
Decision No. 44955, Application Nos. 
13836, 13837, November 25, 1955. 


FCC Procedure. The United States 
court of appeals held that the FCC had 
not exceeded its powers in temporarily 
discontinuing the processing of contested 


license applications and in deciding to pro- 
ceed on uncontested applications merely 
on oral staff statements without written 
presentation, even if some contested ap- 
plications became uncontested without the 
knowledge of prospective contestants. 
Federal Broadcasting System v. Federal 
Communications Commission, 225 F2d 


560. 


Private Carrier Permit Denied. In 
denying a private carrier permit, the Colo- 
rado commission ruled that the applicant 
was bound to produce customers who 
would use his service and show that the 
granting of the permit would not impair 
existing common carrier service. Re Hart, 
A pplication No. 13994-PP, Decision No. 
45149, January 12, 1956. 


Private Carrier Permit Extended. The 
Colorado commission extended the pri- 
vate motor carrier permit of an applicant 
who proved by customer witnesses that 
his proposed new service would be used 
and showed that existing service, which 
was inadequate, would not be impaired 
by the granting of the extension. Re Mc- 
Laughlin (Pueblo Transfer Service), Ap- 
plication No. 13927-PP, Decision No. 
45195, January 17, 1956. 


Abandoned Trains Discontinued. The 
Colorado commission ruled that two intra- 
state passenger trains which were being 
operated at a heavy loss and whose intra- 
state passengers were fewer in number 
than the crew members had been aban- 
doned by the public and should be discon- 
tinued. Re Union P. R. Co. Application 
No. 13474, Decision No. 45096, January 
5, 1956. 
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JELTA-STAR Hook Operated B-2K Disconnects 


onsider each advantage offered by B-2K Outdoor Disconnect Switches 


light of your specific needs. One or two advantages may stand out— Write for new B-2K Disconnect 
all may be equally important to you. Switch Catalog or ask your 
nearby Delta-Star representa- 


ou are assured of long service life because of rugged, rigid construc- tive for your copy. 


on, with flared or split tubular blades. This rugged construction also 
revents contact misalignment even when operator must stand to one 
de to open or close the switch. Easy operation at all times results 
om efficient blade pryout and lock assembly, with large 3 in. diam- 
er hook ring. The B-2K features efficient heat dissipation because 
mple material is used throughout. Contact pressure-applying springs 
Ary no current, and offer large deflection to maintain uniform high 
ressure contact over extended periods of use. 


elta-tar B-2K Disconnects are available in three ampere ratings— 
00, 600 and 400—and in voltage ratings from 7.2 kv to 161 kv. They 
heet your requirements in every respect. 


HDELTA-STAR ELECTRIC DIVISION 


‘HKD H. K. PORTER COMPANY, INC. 
2437 Fulton Street * Chicago 12, Illinois 


«  betarhesestecdastoseaddeaee mec 
District Offices in Principal Cities 
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Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in-all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value. . . 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 


Q-Panels 


H. H. Robertson Company 
2424 FARMERS BANK BLDG. °* PITTSBURGH 22, PA. 
Offices in Principal Cities 





———- 7 one 





La. 

Q-Panel walls grace the new Elram:: Pow 
Plant (above) near Pittsburgh. It was cesign 
by Duquesne Light Company’s Engineeriy 
and Construction Department. The Dra 
Corporation was General Contractor. 




















Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were 
to enclose the impressive Hawthorn Ste 
Electric Station (left) of the Kansas City, M 
souri, Power and Light Company. Ebasco & 
vices, Inc., designed and built the plant. 


Please send a free cupy of your Q-Panel Catalo:. 
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Industrial Progress 


Gcal: Double Residential Use 
Of Electricity 


The biggest national promotion 
er undertaken by the electric indus- 
y to increase residential use of elec- 
icity and electrical products was 
ninched February 8, 1956. An ex- 
ptionally well prepared one-hour 
losed circuit television program was 
resented then to meetings in 80 cities 
cross the country under the sponsor- 
ip of 100 individual electric utility 
impanies. This was the largest closed 
ircuit telecast used for any industrial 
urpose and was seen by an audience 
{approximately 44,000, consisting of 
tility leaders, manufacturers, home 
uilders, contractors, architects, elec- 
ical distributors, dealers, realtors, 
nd bankers. 

The keynote of the telecast was 
wilt around the theme “Live Better 
.. Electrically” and was directed to 
ling the benefits of increased elec- 
ification to the American homeown- 
t. It was emphasized that “Live Bet- 
t... Electrically” is a mass-market 
evelopment program with these ob- 
ctives and goals: (1) To increase 
nd accelerate the development of the 
‘sidertial market for electrical prod- 
cts; (2) To double the average resi- 
ential consumption of electricity; 
3) T break the home wiring bottle- 
eck; .nd (4) To increase the stand- 
roi living for all America. 


Nationwide Codrdination 


nation’s electric utility compa- 
és, 11 the years since the end of 
Norlc War II, have experienced the 
teate.t growth and facility expansion 
thei: history. Most of the increased 
apaciiy enabled utility companies to 
keep even” with the electrical de- 
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“LIVE BETTER .. . ELECTRICALLY" 


CAMPAIGN LAUNCHED 


mands of their industrial, commercial 
and residential customers. 

This period of “staying even” has 
come to an end. Utility companies for 
the past number of years have been 
actively promoting the residential 
market on an individual basis within 
their own service areas. The “Live 
Better ... Electrically” project repre- 
sents a nationally coordinated, indus- 
try-wide, development effort to in- 





LIVE BETTER 


pS 
“Corpor 


crease the use of electricity in the 
American home. One of the project’s 
specific goals is: to raise the consump- 
tion of electricity from the current 
average of 2500 kilowatt hours to 4500 
kilowatt hours per family by 1960. 
The LBE program will function at 
the direction of each sponsoring util- 
ity in its own service area, against the 
backdrop of a national promotion. 


Industry-wide Participation 


The national promotion activities 
are designed to stimulate participa- 
tion by all groups, and their associa- 
tions having a direct interest in selling 
the benefits of electricity to the con- 
sumer. 

Appliance distributors and dealers 


are among the first to reap the benefits 
of this residential load building pro- 
gram. To them, and to the consumer, 
bigger loads mean more appliances in 
the home. 

As the consumer becomes more and 
more conscious of the benefits of elec- 
trical living, architects will be able to 
bring entirely new concepts to home 
planning. Builders and realtors, too, 
will have a powerful sales story in the 
fact that their homes are wired not 
for only today but with sufficient re- 
serve capacity to suit electrical living 
ten years from now. 

Contractors will also benefit from 
the “Live Better .. . Electrically” pro- 
gram. As the number of readily avail- 
able electrical appliances grows, an in- 
creasing number of older homes will 
have to be rewired. 

Banks and other lending institu- 
tions already know that modernization 
and appliance financing is good busi- 
ness. All facets of the “Live Better 
... Electrically” program involve ad- 
ditional financing, creating for these 
institutions a solid block of new busi- 
ness potential. 


Favorable Economic Climate 


A consensus of industry is that 
the size and stability of the resi- 
dential electrical market, coupled with 
expanding home construction and 
modernization required by our stead- 
ily increasing population, indicate the 
need for an integrated approach to- 
ward mass market development by the 
whole industry. 


Program Components 


Although the host of centrally pre- 
pared material makes up the bulk of 


(Continued on page 22) 
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INDUSTRIAL PROGRESS—(Continued) 


the “Live Better . . . Electrically” pro- 
gram, the promotion still will function 
at the direction of each sponsoring 
utility company in its own service 
area. 

As shown on the telecast, LBE pro- 
motion will consist of the following: 

(1) Trade Advertising—Messages 
in business and trade publications will 
explain the “Live Better . . . Elec- 
trically” program and how it can be 
used effectively for the specific bene- 
fit of all participating trade allies. 

(2) Const ~er Advertising — Ad- 
vertisements .a mass circulation and 
shelter magazines will show and de- 
scribe the comforts and advantages of 
better electrical living. 

(3) Shows and Exhibits—Booths 
and displays at all important national 
home shows and trade exhibits will 
demonstrate the advantages of elec- 
trical living. 

(4) Television-Radio — A nation- 
wide television show in April, using 
top entertainment, will kick off the 
consumer phase of the program. 

(5) Motion Pictures—As a part of 
the LBE program, there are two mo- 
tion picture color films; one to be 


shown in local theaters throughout the 
country and the other for showing to 
clubs and groups through the utility 
companies. 

(6) Special Publications — Two 
special publications will be distributed 
by the cooperating utility companies. 
The first is written for electrical con- 
tractors and explains the “load- 
matched” wiring concept. The second 
booklet is a home planning guide for 
consumers. 

(7) Merchandising Aids—Each co- 
Operating association and utility com- 
pany will make available to contrac- 
tors, dealers, and others, advertising 
mats of the LBE symbol and slogan. 
Mailing pieces, television and radio 
commercials, etc. will also be available. 


Endorsements 


As evidence of the wholehearted en- 
thusiasm given the industrywide pro- 
gram, there were appearances on the 
February 8th telecast by presidents of 
such groups as the Edison Electric 
Institute, the National Electric Con- 
tractors’ Association, the American 
Institute of Architects, the United 
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This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
The offering is made only by the Prospectus. 


1,200,000 Shares 


Southern California Edison 
Company 


Cumulative Preferred Stock, 4.24% Series 
($25 par value) 
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States Savings and Loan League, a 
the National Association of Ho 
Builders. 

In the opening speech, Harll 
Branch, president of the Ediso 
Electric Institute, said: 

“Today ... for the first time . . 
far as I can recall... the people w 
bring better living to America throug 
the magic of electricity . . . the doe 
as well as the planners . . . have co 
together to discuss this challenge ay 
to devise ways to tackle it with «ni 
and enthusiasm. In a very real seng 
this is an ‘umbrella’ meeting enco 
passing all the varied interest 
volved in building a better Amerid 

. for today ... and for the futur 
It is most appropriate that this wee 
of Thomas Edison’s birthday . . 
tional Electric Week has been chose 
for the launching of the dynamic cog 
cept of ‘Live Better . . . Electrically 
This is not only a utility program... 
although power suppliers are actingg 
hosts in their several communities. 

“Every segment of allied busine 
is also represented . . . and the poin 
of-view of all will be articulated as t 
program develops. 

“Tf we can put this across—thi 
broad concept of ‘Live Better . . . Ele 

segments of our fa 
flung interests will benefit economicd 
ly. And, what is even more importail 
the entire nation will be enriched wil 
the opportunity for better living, easi: 
living, happier living.” 

Mr. Branch also said that “Long 
range estimates of the growth of tl 
electric industry indicate that we wil 
continue to double in size every te 
years. Total electric generating « 
pacity in our country, including Goi 
ernment plants, is now about 115 mi 
lion kilowatts. It is estimated that bi 
1965, our generating capacity will 
about 215 million kilowatts and } 
1975, about 400 million kilowatts.” 

George Bain Cummings, pres 
dent of American Institute of Archi 
tects, spoke of the common interes 
of the architectural profession with th 
“Live Better . . . Electrically” 
gram, and pointed out: “We : 
tects utilize the latest technological a 
vances in construction methods, m 
terials and equipment in the building 
we design. Thus, we are able to pa 
on to the homeowner many benetii 
that contribute to better living 

“Not least among them is the ‘inat: 
cial saving resulting from the arcti 
tect’s careful planning and inte'ligetl 
use of new techniques. I have heat 

(Continued on page 24) 
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Cleveland “Baby Digger” averages 
3,500’ of 22” x 36” utility trench eo 


H 


daily, digging in clay and rock mee ws 


va 
g, easie 


“Long 


} 


Good daily trench footage for utilities lines serving the 
new homes of the Belshire Subdivision in Nashville, 
Tenn. was produced by this Cleveland “Baby Digger.” 
The outstanding dependability of the Cleveland for day- 

115 mi long digging, day after day, enabled it to average 3,500 

ee ‘ feet per day, cutting 4 miles of trench 22 inches wide 

and bg by 36 inches deep, in a subsoil of clay with considerable 

its.” fH rock content. The Cleveland’s complete operator visibility 
and efficient control grouping were also definite advan- 
tages in accurately cutting trench in the curving road- 
ways. Just another example of performance that has 
mace Clevelands the gas industry’s choice in trenchers 
for over 30 years. 

“fine Talk it over with your Cleveland distributor 

1iding 

to pas 





INDUSTRIAL PROGRESS—( Continued ) 


many people ask, “Why should we pay 
all this extra money for a high capac- 
ity’ electrical distribution system ?’ 

“This is a hard question for an 
architect to handle when the people 
are already spending their life’s sav- 
ings on a house. But it is a fact that 
the home use of electricity is increas- 
ing all the time. 

“The architect who insists on in- 
stalling an adequate electric system, 
becomes a better and better friend of 
that client throughout the life of the 
house. Programs like ‘Live Better . . . 
Electrically’ will help the consumer to 
become increasingly aware of the 
architect’s efforts in his behalf. It is 
only natural that we in the architec- 
tural profession are eager to partici- 
pate.” 

Joseph B. Haverstick, president 
of National Association of Home 
Builders, said that “Technological 
improvements in the home are funda- 
mentally powered by electricity, and 
where inadequate wiring cannot con- 
vey the house must sicken and die. The 
difference in cost at the time of build- 
ing a new house, between a substantiai 
wiring system and one which just pro- 


vides for minimum essentials, only 
amounts to a few cents a day over the 
period of the average mortgage. 

“In a recent speech, Albert M. Cole, 
Administrator of the Housing and 
Home Finance Agency pointed out 
that, more than half of all Americans, 
live in ‘older areas.’ Electricity can re- 
vitalize and restore these ‘older areas’ 
and it is the precious ingredient 
which can assure perpetual youth to 
new construction. 

“Believe your builder when he tells 
you that you can’t possibly spend that 
money more wisely on anything which 
will contribute as much to the abiding 
comfort and utility of your home.” 

Oliver F. Burnett, president, Na- 
tional Electrical Contractors As- 
sociation, stressed the exceptional 
opportunity for the electrical contrac- 
tor. He commented “But it is going to 
take a lot of hard work! One of the 
conservative estimates is that twenty- 
five million homes now are at such a 
low level of electrical efficiency, that 
modernization is urgently necessary 
for the minimum level of safety and 
economical operation. 


“Home electrical modernization 


alone is an estimated six and a quarte 
billion dollars worth of work. T hay 
not the slightest doubt that the mag 
nificent ‘Live Better . . . Electrical] 
campaign will stimulate a most press 
ing demand for expanded e!-ctric 
systems in the home.” 

Walter H. Dreier, president 
United States Savings anc Log 
League, praised the LBI. cam 
paign’s value in supplying infor natio 
to the home owners and home .uyerg 
saying “In addition to financi:y ne 
homes, we are also prepared to «id th 
owners of fifty million existing \ouse 
in the country, to achieve the | <nefit 
of modern electrical living. W: maké 
Title I, FHA property inv: tme 
loans, and we also make advan-es fo 
improvement of property uncer th 
open-end provisions contained j; 
many of our mortgages. 

“Since the electrical living «spect 
of a house add considerably to its liv 
ability, and hence its value, we hav 
no hesitation in granting loans to b 
used for modernization, new appli 
ances, or other items contributing tf 
better electrical living.” 








American Appraisals meet 
the requirements of Trust Indentures 


An American Appraisal provides all needed facts 
when the trustee must furnish an authoritative 
certificate of value, or verify the existence and 


condition of all assets. 


The 


AMERICAN APPRAISAL 


Company 


Leader in Property Valuation 
Home Office: Milwaukee 1, Wisconsin 
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MATTHEWS 
MARKING 


Puducle 


every 
marking 
need! 


JAS. H. 
3943 FORBES ST. 


CHICAGO @ 


Several convenient 
sources for all your 
marking needs. Wheth- 
er you are marking 
poles, pipe, meters, 
valves, insulators, or 
business papers, you'll 
find the best equipment 
for the job at Matthews. 
For free analysis of your 
marking problems, with 
expert recommenda- 
tions, write Matthews 
today! 


“WF BILL RECEIPTING 
MACHINES 


“PCLNRCO. 


CHECKS & TAGS 
STEEL STAMPS 


MATTHEWS & CG 
PITTSBURGH 13, 


CLIFTON, & J. 


PHILADELPHIA @ 
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Typical Users of 


Newport News Equipment 


PLANT 
Boone 
Buchanan 
Caonillas 
Chief Joseph 
Clark Hill 
Deer Lake 
Folsom 

Fort Patrick Henry 
Hiwassee 
Hoover 

J. H. Kerr 

Jim Woodruff 
Lower Salmon 
Norris 

Rock Creek 
Santee-Cooper 
C. J. Strike 
Whitney 
Wilson 


LOCATION 
Tennessee 
Texas 

Puerto Rico 
Washington 
South Carolina 
Newfoundland 
California 
Tennessee 
Tennessee 
Nevada 
Virginia 
Florida 

Idaho 
Tennessee 
California 
South Carolina 
Idaho 

Texas 
Alabama 


General view of dam at Grand Coulee, built by the Bureau 

of Reclamation, which utilizes 18 Newport News turbines, 

the most powerful ever built. Nine are 150,000 h.p. units, and 
the other nine are rated at 165,000 h.p. each. 


in building 
Water Power Equipment 


Turbines designed and built for the world’s largest 
development at Grand Coulee...and for other 
hydroelectric installations in America and various parts 
of the world... bespeak the skill and facilities 

offered by Newport News. 


This trained organization has filled hydroelectric 
turbine contracts with an aggregate rated output 
of 7,000,000 horsepower. 


Other equipment designed and built by Newport News 
includes penstocks, pressure regulators, valves, pumps, 
gates and rack rakes. Upon request, a copy of our 
illustrated booklet entitled “WATER POWER 
EQUIPMENT?” will be sent to you. 


Newport News 
SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 











_ Our new five-day 


financial seminars... 


have been designed to acquaint selected utility 
officials with the inner workings of New York's 
financial community. 

These seminars are made possible through the help 
of many financial specialists who give a firsthand 
account of their particular operations. 

In addition, our well-known Public Utilities Round 
Tables will continue as in former years. 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $125,000,000 Total Assets over $1,400,000,000 
WiutiaM N. Enstrom, Chairman of the Board Ricuarp H. West. President 
Public Utilities Department—Joun F. Cuitps, Vice President in Charge 
MEMBER PEDERAL DEPOSIT INSURANCE CORPORATION 





Today...corn stubble 
Tomorrow...power for America... 


FROM THE FIRST MOMENT Pioneer is retained to help you 
plan your new electric power station, Pioneer becomes 
a part of your company, thinking and planning in your 
best interests . . . Pioneer has 52 years of experience 
to aid in determining the necessary plant capacity and 
its construction cost, to select the site and design the 
generating station . . . Pioneer will also design any 
needed service or office buildings and act as your agent 
in purchasing construction supplies and materials. . . 
Pioneerin g New Horiz ons » Pioneer offers complete valuation, depreciation and 
rate services . . ..it will supply stock transfer and 
ny ‘ dividend distribution services . . . Our consulting staff 
Our Sp ectalty es 2 provides experienced advice on company management, 
corporate finance, accounting and taxation matters...a 
, well-rounded schedule to relieve your overload periods. 


For complete information on Pioneer’s services, 
write for our factual booklet, “‘ Pioneering 
New Horizons’’, yours for the asking. 


Pioneer Service & Engineering Co. 
231 South LaSalle Street - Chicago 4, Illinois 












vs 
“Oh, kick me!” cries Merchant Neal, Wy) | 
In a posture hardly genteel. ~ 71 


He bought trucks in haste, 





Then the costly fact faced, 
That he’d missed the Dodge Dealer’s Deal! 
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If you buy a new truck after looking at 
only one make, it’s like making a deal in the 
dark. A smarter way to buy is to “spotlight” 
real truck value—weigh and compare com- 
petitive claims with these Dodge truck facts: 








Most standard V-8 horsepower of all leading makes—2- 
ton through 3%-ton range. You’ll make faster trips— 
get more work done! 







Shortest turning radius. You’ll maneuver in traffic, and 
park more easily. 






Biggest cabs, with biggest wrap-around windshield. You'll 
enjoy more comfort, safer vision. 






Highest payload capacities . . . pick-ups providing up to 
22% more payload than others. 






Prices down with the lowest. 











Next truck you buy, don’t deal in the dark. 
@) Turn a bright light on the facts. See Dodge 
before you buy. 





e-™ THE DODGE 
DEALER'S DEAL 
BEFORE YOU DECIDE 


DODGE 


Job-Rated 


TRUCKS 


WITH THE FORWARD LOOK » 















PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 














DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, REPORTS, APPRAISALS AND MANAGEMENT 











%* Standby 
% Augmentation 
% 100% Town Supply 


Design ¢ Engineering ¢ Construction 


DRAKE & TOWNSEND 11 WEST 42ND STREET NEW YORK 36,N. Y. 


Soe OG @ ATE C 





ford, Bacon & Davis 


VALUATION Engine CONSTRUCTION 
REPORTS \ RATE CASES 


NEW YORK @ CHICAGO @ LOS ANGELES 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





GIBBS & HILL, inc. 


CONSULTING ENGINEERS 
DESIGNERS «© CONSTRUCTORS 
NEW YORK LOS ANGELES 

















ENGINEERS © CONSULTANTS © CONSTRUCTORS 


607 WASHINGTON ST. 
FOUNDED 1906 READING, PA. 


@ WASHINGTON @ PHILADELPHIA @ NEW YORK 


GA GILBERT ASSOCIATES, INC. 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
j Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


134 So. LaSalle Street Chicago 3, Illinois 














GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 


Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 














HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE e COLUMBUS, OHIO 














Mention the FortNIGHTLY—I/t identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—IN VESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











The Wr uljian loypovalion 


v bt 
2 Ce ° CONSTRUCTORS 


ROid Lad POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢ MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21], PA. 








William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 


‘iit Utility Management Consultants Specializing in REGULATORY 
WATER COST ANALYSIS “PROBLEMS 


for past 35 years 
Send for brochure: ‘The Value of Cost Analysis to Management"’ 














N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 














CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET e=8 BOSTON 10, MASS. 











MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 






Organization * Corporate Practices * A © Budgeting « Fi ing * Taxes * Stock Transfer « A i vi t ° E 
Analysis « Cost of Money Studies « oce or Studies ¢ Engineering ¢ psae A Planning © Industrial Engineering « i Pa © Rates « Pricing 
Sales and Marketing * Safety * Insurance * Pensions * Employee Welfare * Public Relations * Advertising * Personnel © Industrial Relations 


20 NORTH WACKER DRIVE e CHICAGO 6, ILLINOIS 


Mention the FortN1icHTLY—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 
Pioneer Service & Engineering Co. 












: SPECIALISTS IN 
Hy ACCOUNTING, FINANCING, RATES, 
y INSURANCE AND DEPRECIATION 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 





231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 








SANDERSON & PORTER 


ENGINEERS & 
AND 
CONSTRUCTORS 














Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
. Utilities—Industrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 














STONE « WEBSTER 
ENGINEERING CORPORATION 
Design e Construction e Reports e« Appraisals 
Examinations e Consulting Engineering 


NEW YORK BOSTON CHICAGO PITTSBURGH HOUSTON 
SAN FRANCISCO LOS ANGFLES SEATTLE TORONTO 

















The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














Whitman, Requardt and Associates 
Publishers of the 35-year-old 


DESIGN — SUPERVISION HANDY-WHITMAN INDEX 
for Public Utili 
REPORTS — VALUATIONS tg tony 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 











Mention the FortNIGHTLY—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (concluded) 








Abrams’ Aerial Survey 


Topographic and Planimetric Maps 
Mosaics, Plans & Profiles for all 
Engineering work. 


Abrams Bldg. Lansing, Mich. 


PETER F. LOFTUS CORPORATION 


Design and Consulting Engineers 
Electrical * Mechanical * Structural 
Civil * Thermodynamic ¢ Architectural 
es és 
Aerie e FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 


g10 Electric Building Indianapolis, Ind. 








LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLE ST., CHICAGO 





Thoroughly Specialized 


Rie RIGHT-OF-WAY 
‘ oO PROCUREMENT 
gies Pn % 


From Title Search... 
...To Damage Claims 


COATES FIELD SERVICE 


P.O. BOX 1581 * * OKLAHOMA CITY, OKLA. 








LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anpb SERVICE CO. 


327 So. LaSalle St., Chicago 4, UL 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 








GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—IiInsurance Surveys 





A. S. SCHULMAN ELEctTRIC Co. 
Electrical Contracting Engineers 


TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COM MERCIAL 
INSTALLATIONS 


CHICAGO Los ANGELES 








FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








JACKSON & MORELAND INC. 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
BOSTON NEW YORK 











Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 








Mention the FortNIiGHTLY—It identifies your inquiry 











































|, BBARCH |, 1956—PUBLIC UTILITIES FORTNIGHTLY 


33 








ence. 


A 


Abrams Aerial Survey Corporation .... dean, We 
*Allen & Company 
*Allis-Chalmers Manufacturing Company . 


American Appraisal Company, The ... ee: 24 
American Creosoting Company ...........--..-.++55: 15 
American Telephone & Telegraph Company .. Lis ae 
FAnsiysts Journal, The ............-....- 

B 
Babcock & Wilcox Company, The . 4-5 
Black & Veatch, Consulting ani 29 
*Blyth & Company, Inc. 

c 
Carter, Earl L., Consulting Engineer . ee 
Cleveland Trencher Company, The 23 
Coates Field Service ........ 33 
Columbia Gas System, Inc., The ..... ; ao 
Commonwealth Associates, Inc. ........ : . 16 
Commonwealth Services, Inc. . : se “ES 
Consolidated Gas and Service Company hg Since en eemiay 33 

D 
Day & Zimmermann, Inc., Engineers ’ , 2 
Delta-Star Electric Division, H. K. Porter Co., Giccacss We 
*Divco Corporation ...........- roe 
Dodge Division of Chrysler Corp. 28 
Drake & Townsend, Inc. .... ; "29 
*Dresser Industries, Inc. 

E 
*Ebasco Services Incorporated ..................--+- 
*Electro-Motive Division, General Motors ............. 

F 
First Boston Corporation, The ...... ; . 
Ford, Bacon & Davis, Inc., Engineers .. Pye | i 

G 
Gannett Fleming Corddry and Carpenter, Inc. ........ 33 
General Electric Company ............ Outside Back Cover 
Gibbs & Hill, Inc., Consulting Engineers : 30 
Gilber: Associates, Inc., Engineers ................ 30 
Gilman, W. C., & Company, Engineers : 30 
*Glore, Forgan & Company ...... ss 
*Guaranty Trust Company of New York 

H 
Haberly, Francis S., Consulting Engineer 33 


*Halsey, Stuart & Company, Inc. 
*Harriman Ripley & Company . 
Hill, Cyrus G., Engineers ..... 30 
*Hill, Hubbell and Company 
Hirsch, Gustav, Organization, Inc. 30 
Hoosier Engineering Company ... sa Oe 


*international Business Machines Corp. 
*International Harvester Company, Inc. 


Irving Trust Company ........... : .. 26 
J 

Jackson & Moreland, Inc., Engineers ....... Ete vis lee 

Jensen, Bowen & Farrell, Engineers .................. 31 


Professional Directory . 


*Fortnightly advertisers not in this issue. 


INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
Their products and services cover a wide range of utility needs. 






*Kellogg, M. W., Company, The 
Kerite Company, The 
*Kidder, Peabody & Company . 
*Kuhn Loeb & Company ....... 
Kuljian Corporation, The 





*Langley, W. C., & Co. = 
Leffler, William S., Engineers Associated 3 
*Lehman Brothers 


*Loeb (Carl M.), Rhodes & Da... 


Loftus, Peter F., Corporation ..... ok 

Lougee, N. A., & Company, Engineers 31 

Lucas & Luick, Engineers ..... 33 

Lutz & May, Consulting Engineers 33 
M 

Main, Charles T., Inc., Engineers . 3 


*Martin Publications : 
Matthews, Jas. H., & Company ...... eee | 
*McCabe-Powers Auto Body Company 

*Merrill Lynch, Pierce, Fenner & Beane Schiss 
Middle West Service Company .. ss 
Miner and Miner 33 
*Morgan Stanley & Company ....................... 
Motorola Communications & Electronics, Inc. 


N 
*National Association of Railroad & 

Utilities Commissioners ................ eee 
Newport News Shipbuilding & Dry Dock Co. .. 25 
*Nuclear Development Associates, Inc. ..... ay es 

P 





*Pacific Pumps, Inc. 


Pioneer Service & Engineering Company i ake 32 
R 
Recording & Statistical Corporation ....... em | 
Remington Rand Div. of Sperry Rand Corp. ee 
Robertson, H. H., Company ...... ” 20 
*Rust Engineering Company, The ................... 
s 
*S & C Electric Company ........... patie Caine 
Sanderson & Porter, Engineers ....... 32 
Sargent & Lundy, Engineers ............ ie ee 


Schulman, A. S., Electric Co., Engineers .. 33 
*Schutte and Koerting Company Pee yeais 
Sloan, Cook & Lowe, Consulting Engineers .. 
*Smith, Barney & Company 
*Southern Coal Company, Inc. 

*Sprague Meter Company, The ............... 
Stone and Webster Engineering Corporation .. 





T 


*Texas Eastern Transmission Corporation .............. 


*Union Securities Corporation 


Ww 
Western Precipitation Corporation .... 
White, J. G., Engineering Corp., The 3 
Whitman, Requardt and Associates ................ 2 





Inside Front Cover 
2 











PUBLIC UTILITIES FORTNIGHTLY—MARCH |, ! 


NEW...ALL NEW 


RANSISTORIZED 


= Handie-Talkio 


ron i?TA & & & RA Dl OP HO Ness 


UNPRECEDENTED PORTABLE PERFORMANCE 
THROUGH TRANSI/ISTORIZED CIRCUITRY 


HIGHEST RF PoweR... New HANDIE-TALKIE radiophones are 
the most powerful portables ever built—up to 20 times greater power 
output gives you greatly extended coverage and clearer messages. 


LOWEST OPERATING cost... Battery life and reliability is sig- 
nificantly improved. Dry battery replacement costs reduced by as much 
as 67%. Nickle-Cadmium storage batteries are lifetime rechargeable. 
very component conservatively operated for longest life—top-notch 
performance Transmitter ‘I.D.C.”’ Instantaneous Deviation Control and 
receiver ““PERMAKAY” filter plus modular construction make these 
new portables obsolescence-free. 


MAXIMUM PORTABILITY ... Featuring transistors, exclusive PLA-cir 
plated chassis and ll- aluminum housings, the HANDIE-TALKIE 
radiophone is smaller and lighter than ever—as much as 50% reduction 
in weight and size. 


OPTIMUM SERVICEABILITY ... New “swing-out” chassis design 
exposes all parts in seconds for fast, simplified servicing or alignment. 
“Snap-on” interchangeable power packs speed routine maintenance, 
permit rapid battery renewal. 


Motorola, Handie-Talkie, PLA-cir, and Permakay are all registered trademarks of Motorola, Inc. 








Get the full facts 
in this colorful 
6 page folder. 








MOTOROLA 


Communications & Electronics, Inc. 
A Subsidiary of Motorola, Inc. 
4501 Augusta Blvd., Chicago 51, Illinois 
Rogers Majestic Electronics Ltd., Toronto, Canada 
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INCREASE IN OPERATING ECONOMY is assured 
as world’s first fully automatic dispatching syst 2m 
goes on the line. Here, J. A. Keeth, Vice Preside at, 
Kansas City Power & Light; C. M. Sagmoen, G -:,; 
H. S. Day, Manager G.E. Specialty Instrum a4 
Sales, discuss automatic features that per it 
instant balancing of system’s units. 


Bi 
Se 
+ 
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First fully automatic load dispatcher heralds nev 
horizons in utility power system economics 


24 HOUR AREA DEMAND 


TOTAL AREA GENERATION 
ALLOCATED ECONOMICALLY 
AMONG STATIONS 


INSTANTANEOUS TOTAL DEMAND 


SCHEDULED TIE LINE POWER 
(BUYING AREA) 


12 MID-NIGHT 6AM 12 NOON 6 PM 12 MID-NIGHT 


YPICAL DAILY LOAD CURVE can now be fed 
ore efficiently. The automatic dispatching system 
pven calculates transmission losses. 


BASIC DESIGN CONCEPTS began with work on such 
omputers as this network analyzer. Here, G. Kron 
pnd Dr. L. K. Kirchmayer discuss system integrating 
ith S. B. Crary (left), Mgr.—Analytical Engineer- 
ng, in early planning stage of new system. 


New system computes generator, transmission costs, allocates 
load for lowest fuel costs, reduced man-hour expenses 


Biggest advance to date toward 
helping electric utilities realize 
optimum system operating econ- 
omy is the world’s first fully auto- 
matic load dispatching system. 
Developed for Kansas City Power 
& Light Company .by G-E engi- 
neers, the new sy “m computes 
the costs of electric.poOwer genera- 
tion and recognizes transmission 
losses, balances the output of the 
system to provide immediate and 
most economical meeting of widely 
varying loads, reducing fuel and 
man-hour requirements. 

From an operating standpoint, 
the new automatic dispatching sys- 
tem considers operating efficiency 
and capacity of each turbine- 
generator plus widely varying 
transmission costs. With this in- 
formation, the new system con- 
tinuously distributes the load most 


economically among the machines. 
As a result, fuel costs are held toa 
minimum. And, since detailed load- 
ing schedules are not required, 
manpower is relieved of routine 
calculations. 

The K.C.P.8&L. system repre- 
sents important progress ‘oward 
helping utilities cut generati »n and 
transmission operating cost: to an 
absolute minimum. Today, — ystem 
interconnections and pool op ation 
make automatic control 1 creas 
ingly desirable. For more ¢ ta on 
how your company can . ‘hieve 
greater operating efficiency, ntact 
your G-E Apparatus Sales ‘epre: 
sentative, or write for GE .-6296 
to the General Electric Co: pany, 
Schenectady 5, N. Y. 301-3144 

MORE POWER TO AMERICA 


GENERAL @@ ELEC All 








